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Heed your architect when says: 


“Indiana Limestone will best 
express design” 


Gargoyle, Riverside Church, 
New York City 


architect has long regarded Indiana 

Limestone the ideal medium for ex- 
pressing his design. recent years 
has successfully demonstrated that the beauty 
which limestone facing gives the modern 
building reflected added prestige, greater 
popularity, increased earning power. The 
scores beautiful tower-like structures faced 
with this light-colored natural stone show 
what extent modern business has accepted 
this counsel. 

Office buildings faced with limestone are 
proving successful beyond the average. 
Owners find there better way assure 
building’s drawing power than build it, 
for permanence and beauty, Indiana Lime- 
stone. Particularly where land values are 
high, has become almost standard practice 
use limestone facing. 

Indiana Limestone’s beauty endures. The 
limestone exterior needs costly cleaning. 
Its soft become more attractive 
with age. Let send you literature showing 
modern Indiana Limestone bank buildings. 
information regarding remodeling. Arch- 
itects are performing wonders with old build- 
ings refacing with limestone. For litera- 
ture, address Box 1276, Service Bureau, Indiana 
Limestone Company, Bedford, Indiana. (Ex- 
ecutive Tower, Chicago.) 


IrvingTrust Company Building, New York City. Voorhees, Gmelin Walker, Architects. 
Marc Eidlitz Son, Inc., Builders, William Bradley Son, James Gillies Sons, Inc., 


INDIANA LIMESTONE COMPANY 
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Lincoln Earns Dollar 


[THE JOURNAL COVER ILLUSTRATION FROM PAINTING WALTER 


with silver spoon his 

mouth” remembers the first 
dollar earned, and every city 
and town the nation there gen- 
erally unwarranted tradition that one 
two men still possess that first dol- 
lar. appropriate, therefore, 
this month 
birth, recall that 
Abraham Lincoln 
had lively recollec- 
tion one the 
first dollars, not 
the first that 
earned, and how the 
achievement affected 


man who was not “born 


him, the then im- 


pressionable age 
eighteen years. 

the incident 
related Ray- 
mond’s 
had constructed 
crude flatboat take 
produce market 
when two men en- 
gaged him ferry 
themselves and their out 
steamboat that was lying the 
river. 

sculled them out the steam- 
got board and lifted their 
heavy trunks and put them deck 

Each them took out silver 
half dollar and threw the floor 
garded generously large for 
had expected but half much. 
could scarcely believe eyes when 
saw the money,” said. could 
scarcely credit that poor boy, 
had earned dollar less than 
day ... The world seemed wider and 
fairer before me. was more hope- 


ful and confident being from that 
time.” 

One the peculiarities the en- 
vironment which Lincoln then 
lived was that opportunities all 
kinds were limited, chief among 
these limitations being the opportu- 
nity obtain employment and 
the opportunity 
educa- 
tion, whereas one 
the characteristics 
later 
the abundance op- 
portunities both 
kinds. But his dol- 
lar would purchase 
infinitely more, 
his small opportuni- 
ties counted infinite- 
more him than 
the wide oppor- 
tunities today 
count millions 
our young men. 

There special 
significance the 
last sentence his 
statement. was “more confident” 
from that time. 


HAT suggestive the source 

river, first but mere riv- 
ulet far mountainside, but 
gathering volume goes, even- 
tually bears the burdens whole 
people, and flows gives relief, 
comfort and prosperity all along 
its course. Similarly, Lincoln’s con- 
fidence and his understanding grew, 
until time bore the great bur- 
dens whole nation, and like the 
river whom his character has been 
likened, bore them with serenity 
and patience which has become one 
our most cherished traditions. 
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Airplane view downtown Milwaukee (copy- 
right Chicago Aerial Survey Company) showing 
the First Wisconsin National Bank Building. 
Resources the First Wisconsin, Septem- 
ber 24, 1930, amounted $180,487,599.84. 


WISCONSIN BANKS 


are correspondents 
the First 


than 114,000 


men and women have savings accounts the 
First Wisconsin National Bank More 
than 22,000 have checking And 
borrowing customers total more than 7,500. 
Complete facilities, thoroughly experienced 
official staff and willingness offer friendly, 
intelligent cooperation all times enable the 
First Wisconsin serve this extensive clien- 


tele effectively day after day. 


FIRST WISCONSIN NATIONAL BANK 


MILWAUKEE 


Unit Wisconsin Bankshares Group 
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This Month’s Journal 


and 


Your Own Bank 


JOURNAL this month contains timely, useful articles, in- 
cluding statement President Rome Stephenson opposing 
any cash payment war veterans this time. The list 
topics varied and comprises penetrating discussion corporation 
surpluses; ways which banks serve the public; gold; greater bank- 
ing profits; the small loss ratio through suspensions and the assurance 
stability. 

Other articles deal concisely with 1931’s chief business problems, 
including the trend toward bigger combinations industry 
means stopping runaway production, and one, particularly timely, 
goes straight the central facts unemployed insurance. The Feb- 
ruary JOURNAL offers sound and authoritative information those 
business questions which will the leading topics discussion this 
spring. 


OSEPH STAGG LAWRENCE, the Average Recovery 

Depositors?” writes about the grave injustice and injury 
the banking profession which results from the traditional method 
announcing suspension. Due partly the psychology news- 
paper office, perhaps, and partly the circumstances under which 
bank fails open its doors, customary emphasize the total 
assets bank that fails. community will remember for years 
some huge figure “involved” the closing local bank without 
ever finding out that depositors received their funds back intact 
almost so. suspension and the “grand total” involved are inevitably 
more dramatic, spectacular and more suited the needs headline 
writers, than the drab business working night and day reimburse 
depositors. Mr. Lawrence’s article not confined examination 
this one question. pictures detail the hard, daily labor 
banking and the special factors which make often thankless task. 
banker, writes, compelled say ‘no’ often” that becomes 
candidate for the scapegoat the occasion general re- 
cession. 


ERTRAM MOODY estimates that there 

$1,000,000,000 surplus corporation money 
idle. constitutes ball and chain business. 
1928 and 1929, writes, while the world was 
riding the crest, large corporations adopted the 
policy obtaining funds stockholders 
through the issuance rights, instead from 
banks. The corporations obtained more than they 
needed for improvements and increasing plant 
capacity and the excess was augmented profits. 
The corporations became lenders instead borrow- 
ers. Mr. Moody questions the wisdom this new 
phenomenon and suggests, aside from other considerations, that com- 
panies whose treasuries are bulging with cash, might release $1,000,- 
000,000 dividends and wages without jeopardizing their current 
asset position. 


CLOYD GILL, “Unemployment Insurance—Then What?” de- 
scribes graphically the forces which are swinging the American 
Leviathan toward the dole. Against background historical data 
showing that government has ever attempted support citizens 
idleness without ultimate disaster its economic structure, Mr. Gill 
outlines the concerted campaign now being waged behalf com- 
pulsory unemployment insurance Washington and state legisla- 
tures. Mr. Gill’s article should read, re-read and kept hand, not 
only for the valuable facts contains about the expensive dole systems 
Germany and England but for its penetrating analysis the 
present trend the United States. 
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MIGHT 
HAVE BEEN 


Nothing disturb his walk 
until— 

watch, ring and 
scratch show for it. 

Most money was saved. 
For carried A.B. 
and the money represented 
the cheques was refunded. 

modern way protecting your 
money against theft, loss 
destruction any way. 

Invaluable when traveling, 
Cheques are equally 
useful home. Use them in- 
stead cash, everywhere. 
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CERTIFIED 
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SCHWENKER outlines “Loan 
believes will keep bank sound and 
profitable for the stockholder and bul- 
mental things loan officers must keep 
mind they would avoid losses. Despite 
common feeling that loans secured 
real estate mortgages are frozen, be- 
lieves that well-made first lien mort- 
gage good investment. cites fig- 
ures showing that for every dollar lost 
this type loan six were lost one and 
two name paper. 


the purpose controlling production 
the interest price stability. More than 
decade has passed since England at- 
tempted raise the price rubber 
curtailing production Malaya, and 
succeeded well that the production 
rubber was stimulated point far be- 
yond the world’s needs. Cuba tried 
similar plan with sugar and Brazil with 
coffee, both schemes ending disastrously. 
Meanwhile, writes Mr. Anderson, the 
plan persists and curtailment projects 
are being evolved larger scale than 
ever before—a scale which ignores na- 
tional boundaries. 


KOCK, studious banker and 
economist gold-exporting South 
Africa, takes firm stand against the 
popular European theory that the United 
States should loosen and ship gold 
countries now struggling along short 
metal rations. The main line his 
analysis that cannot done,—that 
is, without jeopardizing the delicate bal- 
ance international exchange. 
Seeks Its Own masterful dis- 
cussion difficult problem and major 
economic controversy which will force it- 
self again and again into the arena 
international politics during the next few 
years. 


REE services that 
pay, may sound 
very much like con- 
tradiction terms. 
George Lehmann 
undertakes show 
that there cer- 

tain type service 

the public and 

particular com- 

munity which bank 

can render with 

great profit itself. 

Bank’s Broad Field Public Ser- 

vice,” according Mr. Lehmann, should 

co-extensive with the business life 

the city which located. His solu- 


quests from local commercial interests 
vistas the largest single CLEVELAND 


for advice, counsel, information and as- 
banking room the world— Resources over $300,000,000 


sistance every kind. 


many interesting cial department equipped handle re- 
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IRAM JOME believes that too 

much solicitude, talk and patent 
remedies are distinct handicap the 
recovery business. “Trade Hurt 
Too Much Help” examines the 
tendency seek sugary prescriptions 
that are easy take, preference 
those which involve difficult changes 
our business habits. suggests that 
the way get the public buy now 
employing the old-fashioned device 
reducing retail prices the buying point. 
Many attempts “make work” be- 
lieves, are ill-advised except when the 
objective some permanent benefit 
productive service. 


customer taps impatiently 
with his fingers the edge 
banker’s desk and says that the reserve 
rate being such and such, seems unfair 
continue exact per cent his 
loan, the right answer one that states 
the simple facts. Harry Farr shows, 
“The Paradox Money Rates” how 
remote the connection between the re- 
discount rate and the cost operating 
the average bank. writes that, 
the six major items the expenses 
operation the rate paid the Federal 
reserve bank for accommodation the 
least important. would just rea- 
sonable, holds, expect restaurant 
reduce the price egg sandwiches be- 
cause salt cheaper demand cut 
lending rates merely because the cen- 
tral bank has dropped its rediscount rate. 


ORMAN 

WALL 

how the Federal 

000,000 emergency 

seed loan fund be- 

ing distributed 

farmers the 

drought areas. The 

task under the su- 

pervision the Sec- 

retary Agricul- 

ture and cooperation 

being sought from leading bankers and 

farmers the affected 

loans are made per cent rate and 

the maximum amount any one bor- 

rower ranges from $2,000 the Mem- 

phis and St. Louis areas $600 the 

neighborhood Washington, Mr. 

Wall makes point the fact that the 

fund should render needed assistance 

banks regions injured the drought 

reducing the seasonal risk and bur- 
den extending credit. 


HARLES SPEARE discusses the 

prospects, present status and back- 
ground railway consolidation. Presi- 
dent Hoover’s recent announcement 
tentative agreement looking toward the 
establishment four principal systems 
the East, gave the whole question 
new point departure. one can keep 
abreast current events business and 
finance these first weeks the year with- 
out noting that the future railroads 
emerging topic special import- 
ance, 


Distinction always carries its mark recognition. 


BOND 


FOR BUSINESS STATIONERY 


CRANE CO., INC. 
DALTON, MASS. 


¥ 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Intimate Contact with Local Industries 


the Group, each local institution has access 


fundamental policy the Guardian Detroit 
Union Group, Inc., that its long established 
banks, trust companies and investment organiza- 
tions located the important Michigan cities 
shall operated local officers and directors 
the interest local industries. Through affiliation 


CITY NATIONAL BANK 
TRUST CO. Battle Creek 
BANK OF COMMERCE 
BANK OF DEARBORN 
UNION STATE BANK 
Dearborn 
GUARDIAN DETROIT BANK 


Detroit 
GUARDIAN DETROIT 
COMPANY 


Dearborn 
Dearborn 


Detroit 


KEANE, HIGBIE COMPANY 
Detroit 


MICHIGAN INDUSTRIAL BANK 
Detroit 

NATIONAL BANK 
COMMERCE Detroit 


UNION GUARDIAN TRUST CO. 
letrost 


UNION INDUSTRIAL TRUST 
SAVINGS BANK Flint 


GRAND RAPIDS NATIONAL 
BANK Grand Rapids 


GRAND RAPIDS TRUST 
COMPANY Grand Rapids 


February, 1931 


the facilities possessed all other units. 
invite you make use this intimate 
edge Michigan industries. This comprehen- 
sive service available you through any 


the institutions. 


JEFFERSON SAVINGS BANK 
rosse Pointe Park 


BANK HAMTRAMCK 
Hamtramck 


HIGHLAND PARK STATE BANK 
Highland Park 


HIGHLAND PARK TRUST CO. 
Highland Park 


THE NATIONAL BANK 
IONIA 


UNION PEOPLES NATIONAL 
BANK 


lackson 


OVER 


FIRST NATIONAL BANK 
TRUST COMPANY Kalamazoo 


CAPITAL NATIONAL BANK 
Lansing 


CITY NATIONAL BANK 
TRUST CO. Niles 


FIRST NATIONAL TRUST 
SAVINGS BANK Port Huron 


SECOND NATIONAL BANK 
TRUST COMPANY Saginaw 


TRENTON STATE BANK 
Trenton 


$500,000,000 


7 
q 
q 


y 
When writing advertisers please mention the American Bankers Association Journal 
| 


February, 1931 


AMERICAN BANKERS ASSOCIATION JOURNAL 


WHY SHOP AROUND FOR YOUR 


Many factors enter into the purchase 
steamship ticket—the line, ship, 
class, sailing date, speed, and, 
course, the cost. Shopping around, 
the hazardous trial-and-error 
method waste time and effort. 

American Express offices 
trained travel men are ready plan 
for your comfort and reserve for you 
any ticket for any ship, any line—at 
standard prices. Reserving your 
steamship space this travel-wise 
way you can rest assured that the 
first part your voyage will equal 


your expectations. 

Then after your steamship ticket 
accomplished fact, your second 
thought for your passport. The 
American Express travel man who 
sold you your ticket will supply you 
with passport application blank 
and aid you procuring this ad- 
mission booklet foreign shores. 
will also advise you how ap- 
ply for visas, visas are required 
for the countries which you intend 
visit. 

Purchasing your steamship ticket 


through the American Express Com- 
pany, and, before leaving for your 
trip, insuring your travel funds 
changing them into American Ex- 
press Travelers Cheques, entitles you 
the services the Company’s 
world-wide travel organization while 
you are route—to the use the 
Company’s foreign offices your 
mail and cable addresses, and the 
aid the Company’s interpreters, 
and travel men. 

These services are maintained 
make your trip easy and carefree. 


AMERICAN EXPRESS COMPANY 


WORLD SERVICE FOR TRAVELERS 
American Express Company 
Broadway, New York East Randolph Street, Chicago 100 


Market Second St., San Francisco 601-606 Standard Bldg., Atlanta, Ga. 
Please send information trip 


leaving 


Name 


Address 


weeks. 
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the war, prominent Eastern city bank, the 
volume business the checking department considerably in- 
creased and with it, commercial bookkeeping costs. When- 
ever needed, they bought new machines. added more 
provided more space. For years they took their commercial 
department problem for then they took Rem- 


Thus the reason for, and the story of, one bank’s introduction 
Remington Rand can duplicated almost 
every city the land. 


When writing to advertisers please mention the American Bankers Association Journal 
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YEARS they took 


Commercial Department Costs 


for granted 


REMINGTON has modern 
methods for every department and 
record banking institution in- 
cluding the following list— 


New Methods Operation 
and Control for the Commercial 
Banking Department 


longer necessary for any bank 
consider increasing commercial de- 
partment costs necessary evil. 

Three years ago, Remington Rand 
co-ordinated the experience, knowl- 
edge and thought 4000 the best 
informed office system and machinery 
men America. 


From that co-operation has evolved 
group specialists modern bank- 
ing procedure. Men thoroughly ac- 
quainted with the specialized acquire- 
ments every banking department 
including the various functions com- 
mercial bookkeeping. 

These men have studied present 
methods and equipment the check- 
ing departments several thousand 
banking institutions. After careful ana- 
lyzation, they have created and co- 
ordinated new systems, methods and 
machines for the purpose reducing 
costs and insuring greater operating 
accuracy the maintenance the 
checking ledger. 


Proven Methods and Machines 
the outgrowth the best brains the 
banking business 


the suggestions represent- 
ative bankers, the ability the best 
office appliance engineers and the spe- 
cialized knowledge its 4000 business 
analysts, Remington Rand has pro- 
duced outstanding contributions 
commercial bookkeeping advance- 
ment. 

Among these are the Dalton Dual 
Unit Bank Machine, the insulated Safe 


Ledger Tray, the Bank Bookkeepers 
Ledger Desk and the Kardex Signature 
File, well many others. 

Isn’t logical that this great clear- 
ing house for better means and meth- 
ods business and bank procedure 


Liability Ledger 

Central Information File 
Trust Department Records 

Commercial Signature 
General Correspondence 

Ledger and Statements 
Average Balance Record 
Credit Department Filing 


Loan Collateral 
Safe Deposit Ledger 
Check Filing 
Buy and Sell 
Investment Control 
Savings Ledger 


can save your time and can 
solve your problems? 

Remington Rand representative 
will gladly call upon you. His service 
and the service the institution 


represents are only far your tele- Transit File 
phone. Loan and Discount Records 


Bank Department 


Remington Ran 


BUSINESS SERVICE 
BUFFALO, NEW YORK 
Sales Offices Everywhere 
REMINGTON Typewriters and Accounting SAFE-CABINET Record Protection 
KALAMAZOO and BAKER-VAWTER 
Loose Leaf and KARDEX 
Visible Records. 


Machines... LIBRARY BUREAU Filing Systems 
and Indexing Service... POWERS Accounting Ma- 
chines... DALTON Adding and 
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Information 


CONTINENTAL ILLINOIS 
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What the Average Recovery 
Depositors? 


JOSEPH STAGG LAWRENCE 


Since Civil War National Bank Records Show Have Been 


Ninety Cents the Dollar, Whereas Creditor Commercial 
Bankrupt Receives but Eight and Quarter Cents the Dollar. 
Use the Word “Involved”. Leads Misleading Conclusions. 


banker seems fair prey for 

host facile thinkers seek- 

ing some scapegoat upon whom 

unload that sense per- 
sonal inadequacy and fault which al- 
ways accompanies misfortune. Short- 
after the great debacle the stock 
market, speaker the meeting 
the American Academy Political 
Science presented involved, pro- 
found, obscure and atrociously erro- 
neous analysis the collapse which 
finally placed the American banker 
the defendant’s chair. The unfortu- 
nate part the proceeding was the 


Creditor’s dollar average commercial 
failure 


enthusiasm with which the diagnosis 
was greeted audience seeking 
intently for salve with which 
anoint its speculative wounds. The 
banker compelled say “no” 
often that becomes popular can- 
didate for this unpleasant role the 
occasion any national misfortune. 


Business and Moral Risks 


YEAR ago was made respon- 

sible for the stock crash. Prior 
that, was the cause specula- 
tion since failed heed the in- 
effable wisdom Washington. Dur- 
ing the past year his alleged penuri- 
ous eccentricities have been the cause 
commodity price declines. Now 
appears that responsible for the 
extraordinary total failures the 
country. Bradstreets, its issue 
Jan. charges that the large total 
commercial failures accounted 
for the extraordinary record 
banking mortality. high time 
that few rays truth focused 
upon this confused stage. 

risks. Next an, insurance com- 
pany enterprise traffics can- 
didly with the fickle goddess 
chance. client comes borrow 
$10,000. outlines his project 
the banker and security, 


655 


ample the venture succeeds, inade- 
quate fails. Often the collateral 
includes generous allowance 
moral risk, e., the confidence which 
the banker has the capacity and 
integrity the borrower. Perfect 
safety impossible ordinary bank- 
ing. The best banker can never hope 
eliminate losses entirely. His ef- 
forts are directed toward mimimizing 
them. Over period years 1921- 
1928, net losses national banks 
were equal 10.3 per cent gross 
earnings. They amounted more 
than half the payments for wages 


The depositor’s dollar average bank 
failure 


| | 
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community industry distress, the banks cannot escape the consequences” 


and salaries and exceeded the return 
stockholders. 

distress, the banks cannot escape 
the consequences. The deflation 
the land boom Florida has left the 
landscape cluttered with the bleached 
bones banks. Approximately three 
quarters the banks Florida have 
bitten the dust insolvency during 
the past ten years, the grim reaper 
having done his most effective ex- 
ecution since real estate ceased sell- 
ing the ounce. one examines the 
toll banks which have passed on, 
one finds the majority them 
throughout the South and West par- 
ticularly regions where agriculture 
has suffered most. The banker’s for- 
tunes are tied those his com- 
munity. the sun prosperity beams 
down upon may able bene- 
fit the vital rays. Much has been 
said regarding the interdependence 
business; not enough has been said 
about the interdependence bank- 


ing and business. 
another sense banker’s position 


infinitely more precarious than 
that his clients. Every business 
can present its statement assets 
and liabilities which shows that the 
obligations due the enterprise are 
matched its own dues its credi- 
tors. Insofar the balance the 
two sides the statement con- 
cerned the bank different from 
any other business. 

The character the obligations 
the two sides reveals startling 
difference. The bank has its debtors 
who must eventually repay their ob- 
ligations the bank but summary 
liquidation impossible, except for 
small fraction the total. the 
other hand, the greater part the 
bank’s liabilities are payable de- 
mand. normally relies the op- 
eration the law averages, rein- 
forced occasion its cash and 
secondary reserves. knows from ex- 
perience that demand will match de- 
posits over period time. there 
adverse movement may re- 
sort its liquid reserves and then 
secure additional assistance the sale 


marketable securities its port- 
folios and borrowing. 

This falls far short complete 
protection. for any one num- 
ber reasons, sound otherwise, 
the public decides deny the bank 
its confidence there nothing for 
but close its doors, its 
condition ever good. all the de- 
positors all our banks should de- 
mand payment the same time not 
one tenth their claims could met 
cash and every bank the country 
would compelled acknowledge in- 
solvency. Recently several large banks 
have been forced close their doors 
because collapse public con- 
fidence, although subsequent examina- 
tions showed the institutions 
excellent condition. 

The organization bank the 
acquisition proprietary inter- 
est bank is, like the state 
matrimony, condition which cannot 
entered thoughtlessly. Our na- 
tional banks and most our state 
banks must first satisfy certain re- 

(Continued page 722) 
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Billion Idle Dollars 


BERTRAM MOODY 


Vice-President First National Bank, Amherst, Mass. 


Surplus Held Corporations Excess Expectant Needs Casts 
Shadow Uncertainty Over Financial Situation. Corporations 
Liquid Beyond Reasonable Needs and Unable Use Profitably 


Their Great Cash Holdings. 


ORE than dollars 
idle money the United 
States today! could con- 
stitute one the greatest 
potential aids prosperity were 
released, and yet little prac- 
tical value the moment. Further- 
more its presence casts shadow 
uncertainty over the financial situa- 
tion and renders useless the time hon- 
ored standards which security 
values have been judged for years. 

surplus money held corpora- 
tions far excess their reasonable 
expectant needs. idle money, 
relatively speaking, because cannot 
invested permanently and being 
held the form bank deposits, call 
money, short term securities. That 
banks considered temporary de- 
posits and invested the most 
liquid manner available. The net re- 
sult glutting the short term 
money market and the creation 
false impression ease, 
whereas only idle money trying 
appear busy and useful. 

And the same time that these 
hundreds corporations are holding 
more money than they can reasonably 
use, the banks this country are 
loaded with tremendous number 
collateral loans secured stocks and 
bonds which have persistently refused 
liquidated, although loans 
brokers have been steadily reduced 
ever since the stock market crash 
1929. 


Effect Surplus Business 
possible that surplus corpora- 


tion money and excessive collateral 


loans held bear direct and 
vital relationship the bond market 
and the general business situation? 
Certainly for the last eighteen 
months the bond market has been 
apathetic affair spite the assur- 
ance every responsible authority 
that the stage was set for major 
bull market bonds. The individual 
investor, who used the backlog 
the bond houses the permanent 
distribution bonds, has refused 
interested and the bond market 


CURRENT POSITION OF TWENTY LEADING 
AMERICAN CORPORATIONS AS OF Dec. 31, 1929 
From Moody’s Analysis Investments 
(In Millions Dollars) 


Current 
Assets 
Current 
Liabilities 
Cash and 
Accounts 
Receivable 


o 
a 


o bo 


United States Steel.... 
General Motors 

Pont Company 
General Electric 

Union Carbide & Carbon 
Eastman Kodak 
Westinghouse 
American Can 
International Harvester 
National Biscuit 
Standard Oil of N. ae 
Texas 

American Tobacco. 
Procter Gamble 

Reynolds 
Allied Chemical & Dye 
Corn Products Refining 
United Fruit 


noe oo 
waa Securities 


815 1,387 


CURRENT POSITION OF SIx LEADING CONNEC- 
TICUT CORPORATIONS 31, 1929 
From Moody’s Analysis Investments 


(In Thousands Dollars) 


Accounts 


Cash and 
Receivable 


Current 
Securities 


Assets 


Torrington Co 


15,700 
The Stanley Works 10,356 
International Silver 16, 356 
Colt Pat. Fire Arms 6,250 
American Hdwe... 12,268 


69,530 


Liabilities 


7,153 17,592 21,052 


has become almost entirely insti- 
tutional affair with banks and insur- 
ance companies practically the only 
evitable that the banks started 
sell there was nobody willing buy, 
except levels far below those which 
should theoretically prevail with ex- 
isting money rates. 

The collateral loan situation 
closely coupled with the bond market, 
although the connection may not 
first apparent. And while many 
commercial banker might deny it, the 
banks this country are loaning 
capital thousands corporations 
through collateral loans individual 
stockholders, and the moment 
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Influence the Bond Market. 


frozen capital. frozen because 
large bank group banks could 
liquidate more than fraction their 
collateral loans without depressing 
the stock market the panic point. 
The continued sinking spells the 
stock market have undoubtedly been 
caused part forced liquidation 
substantial amounts securities 
held banks brokers. 

Let trace the growth collat- 
eral loans and their effect upon com- 
mercial paper which has grown 
rate financing, but which was one 
the great bulwarks liquidity 
banking prior 1924. Before that 
date many the best known firms 
every line business were users 
the commercial paper market and the 
banks were steady buyers. The risk 
was small the names were carefully 
checked. The well managed company 
kept its bank lines open and the pur- 
chaser commercial paper expected 
the loan paid when due without 
any sentimental reasons operating 
make renewal necessary. This paper 
was rediscountable the Federal re- 
serve bank the maturity was less 
than ninety days away, that the 
banker knew had self-liquidating, 
non-fluctuating investment which was 
elastic enough take care any ex- 
panding demand for money his 
locality. 


Profitable Came 
Fast 


ITH the coming the prosper- 

ous years corporations retired 
their bonds and preferred stocks and 
financed the increases their plant 
capacity chiefly issuing rights 
their stockholders—a legitimate and 
economical method raising money. 
They even went beyond this point and 
obtained money from their stockhold- 
ers far excess their reasonable 
needs, the extent that they became 
lenders money instead borrow- 
ers. But the rights came along fast 
and was profitable take them 
that the average investor found 
broker, using the stock the corpora- 


76 
49 
27 
54 
21 
12 
22 29 43 
14 21 13 
265 43 25 137 
43 7 22 
783 170 246 221 
226 47 8 48 
271 39 76 48 
191 48 122 16 : 
146 11 30 13 
75 6 16 13 
120 9 18 11 
157 13 112 16 
62 7 41 8 
40 15 24 4 . 


658 AMERICAN BANKERS ASSOCIATION JOURNAL 


February, 1931 


Not Yet, But— 


“They are unable use the money themselves any profitable permanently 
constructive way” 


tion collateral, and ordinarily pay- 
ing higher interest rate than ob- 
tained from the stock dividends. 
The final result was that 1929 hosts 
corporations were not only largely 
free from funded debt, bank loans, 
and preferred stock obligations, but 
were actually loaning money the 
call money market, while the same 
time the individual stockholders were 
heavily debt loans secured 
the stocks these same corporations. 
That situation still exists today. 


other words, the financial picture 
completely reversed. Our corporations 
are liquid beyond all possible needs 
and our banks are loaded with col- 
lateral loans. 

Now the difference between money 
furnished stockholders and that ob- 
tained from bank that the 
former instance the corporation 
under legal obligation pay any- 
thing for its use nor return the 
principal, whereas the bank insists 
receiving interest and expects have 


the principal paid definite date. 
Consequently many corporations, 
through the reduction discontinu- 
ance dividends, are paying nothing 
little more their stockholders 
for the use their money, and what 
worse, they are unable use the 
money themselves any profitable 
permanently constructive manner. 

None these collateral loans are 
rediscountable the Federal reserve 
banks and the logical conclusion 
that when business starts improve 
money rates will rise more sharply 
than usual and banks, not holding 
any sizable amounts rediscountable 
paper, will forced sell bonds 
provide for business expansion. 

The terrific shrinkage bond 
prices the closing weeks 1930 
took place because the selling 
banks which had become uneasy over 
the large number bank failures and 
sought strengthen their liquid posi- 
tion the only way they could—the 
selling bonds—since they could not 
liquidate collateral loans, and redis- 
countable paper was scarce. The losses 
banks these bond sales have been 
enormous. Another liquidation 
‘bonds could take place the event 
sharp improvement business, al- 
though might much less severe 
and over longer period. This has 
been the great shadow overhanging 
the bond market and may well account 
for the failure bond prices ad- 
just themselves apparently easy 
money. 

Now let suppose were pos- 
sible for corporations 
cessive cash resources distribute 
over period say, the next year, 
enough cash bring their current 
asset position down comfortable 
figure. There might some sharp 
differences opinion what such 
figure might be, but the old rule 
commerical paper buyers that cor- 
poration comfortable position 
its cash and accounts receivable 
equal the accounts payable, leaving 
the inventory free from debt, cannot 
far out the way. This distribu- 
tion might the form divi- 
dends stockholders assurance 
weekly minimum wage em- 
ployees long possible, both. 

Probably billion dollars could 
released this action—possibly more. 
would, course, gradual proc- 
ess, but interesting follow the 
possible results. First would come 
reduction money held corpora- 
tions banks and like increase 
money held individuals. Much 
this money would turn used 
individuals reduce their bank loans, 
largely secured securities pur- 
chased much higher prices than 
now prevail, and which are now being 
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liquidated the slow and painful 
process taking money from current 
earnings month month period 
when earnings, many instances, are 
curtailed. 

The reduction collateral loans 
would release frozen credit the 
banks and they would resort the 
bond market, the commercial paper 
channels and the call money market, 
all which would far more liquid 
than collateral loans. Furthermore, 
when business again started ex- 
pand, the corporations, not being 
heavily endowed with money, would 
turn again their banks and the 
commercial paper market for funds 
and the banks would have outlets for 
investment profitable basis. They 
would then utilizing their resources 
was originally intended—for the 
granting commercial loans. 

But not all the money released 
would toward the reduction col- 
lateral loans. Many people would buy 
securities; others would reduce mort- 
gages homes; others would buy 
life insurance put money the 
savings banks, and—what still more 
sorely needed—there would tre- 
mendous amount buying power re- 
leased for the purchase necessities 
and luxuries all kinds. need not 
tion billion dollars buying 


power could accomplish restoring 
prosperity. Suffice say that 
good times could wooed back the 
purchase half billion Govern- 
ment bonds, was suggested the 
President the Sun Life Assurance 
Company, how much more firmly 
would established were stim- 
ulated the return billion dol- 
lars the legitimate owners—the 
stockholders our hundreds cor- 


porations! 
There would salutary effect 
upon the corporations themselves, 


although few directors would look 
upon the distribution liquid assets 
hard times constructive thing. 
The presence large amounts un- 
necessary money corporate treas- 
uries not conducive efficiency. 
treasurer never keen the 
saving money, and organization 
less likely its toes there 
pressing need for economy, and 
the result the overmanning office 
forces and the employment too 
much non-productive labor. There 
also temptation invest un- 
needed and often expensive office 
buildings and factories which will not 
show fair return the money in- 
vested, reach out for additional 
companies the same allied lines 
business. There further temp- 
tation speculate inventories. 


Could the tractor move the load? 


How much money 
treasuries belongs employees 
question for the economist and the 
sociologist solve, but the payment 
steady wages employees one 
the great needs our economic struc- 
ture. Steadiness work perhaps 
more desired than sporadic peri- 
ods high wages followed unem- 
ployment and consequent loss earn- 
ing power. may that before this 
depression ends, will necessary 
revise factory wages downward 
meet the changes the cost living 
and produce goods lower prices. 
Thus far has been largely avoided, 
although the net result the employee 
has been the same account the 
lack employment. However, 
cannot conceive any more delicate sit- 
uation from the standpoint indus- 
trial peace and welfare than corpo- 
ration with millions dollars its 
treasury telling its employees that 
they must work lower wages the 
People whole will stand sur- 
prising amount hardship without 
protest they are convinced that the 
proposition fair and that everyone 
being treated alike, but labor was 
never more ready insist upon 
square deal for itself than today. 
surer method breeding unrest 

(Continued page 735) 


Let’s Take Down the Fences! 


SHERMAN 
United States Department Agriculture 


Important Social and Economic Benefits Would Result From 
the Elimination Unnatural Administrative Boundaries 
Rural Areas. Merging Towns with Their Neighboring Farm 
Regions Suggested Means Creating Efficient 


URAL communities that are 
adequate area constitute 
one the chief solutions 
many the rural problems 

the day. Whether the problems 
economic social, combination 
the two, the reorganization the 
community basis large enough 
supply the usually indicated correc- 
tive seems offer promising way 
out. Why not apply modification 
this idea the merger that are 
hearing much about private 
business the business the com- 
munity? But how bring about this 
change size community? And 
what about the limitations that will 
still found the small income 
the usual farm family? 


Small Communities Pinch 


your present incomes can 

give your families good mini- 
mum standard living, providing you 
will insist that each family live 
great rural municipality adequate 
maintain 
says Dr. Galpin, nationally 
recognized leader rural betterment, 
the farmers America. “Fur- 
thermore, say you that just 
you have seen fit make consolidated 
school districts part your funda- 
mental state law, you can make ade- 
quate rural municipalities part 
your state law also. You need not 
forever with community that 
too small and that pinches and vic- 
timizes yourself and your growing 
children. You found the way change 
your school district legal means; 
you passed state law; and then you 
got the proper number people and 
areas accept the conditions the 
new law. Now you can on, 
similar way, and get state law that 
will enable you carve out communi- 
ties least 1,000 families, carry 
all community enterprises.” 

Any achievement that has hope 
success independent improved in- 
comes commands attention today 
that was not readily secured more 
prosperous years. Union many small 
incomes instead trying operate 


Rural Mergers 


merger idea, asks the 
writer this article, 
communities which are 
too small for efficient ad- 
ministration which 
not represent unified trad- 
ing areas? town and 
rural governments are 
brought full effec- 
tiveness, boundaries should 
redrawn the basis 
common interests and 
natural social groupings. 
The element 
acquaintanceship im- 
portant influence farm- 
ers choosing banking 
connections. 


with few small incomes—Dr. Gal- 
pin’s recipe—seems simple and 
sound that one wonders has not 
been text for action long ago. Yet 
there are those who seem think 
that present boundaries are necessari- 
permanent boundaries that must 
always stand, and second thought 
brings any mind all those ques- 
tions taxation, office and local pres- 
tige, that are bound loom some 
ticklish not insuperable barriers 
consolidations. 

But that the idea progress 
through this path becoming rather 
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general among certain 
shown the studies that are be- 
ing made widely separated parts 
studies deal more specifically with 
town and country relationships, with 
the adequacy the prosperity the 
business and services the towns are 
offering the surrounding country, with 
special attention the reasons for in- 
adequacies. Banks are usually included 
the business and service institu- 
tions studied. Relationships and facts 
especial significance bankers are 
sometimes disclosed; moreover, the 
whole battery studies, aiming 
they toward final improvement 
country conditions, concern 
them. Besides their broad interest 
the welfare their clients and 
their community almost axio- 
matic that improvement the health 
and education and outlook and the 
whole general welfare community 
can scarcely fail strengthen the 
economic condition the people and 
their financial institutions. 

And the need this concern 
vital, according Dr. Galpin, for 
believes that the small rural com- 
munity exists today has ab- 
solutely chance attain high com- 
munity standards life and good 
community institutions. too 
small; has too few families it; 
has too small area land and 
too little property it. Business 
suffers too, and the professions. 


What Good Size? 


HAT size community 

necessary maintain those in- 
and services that are 
necessary vigorous and satisfac- 
tory country life? Wisconsin, whose 
state workers have studied the matter 
closely, says that good high school 
can maintained area where 
there are, the average, 1,250 peo- 
ple. Michigan recognized this rela- 
tionship between number people 
and type service providing, 
its act for the establishment rural 
agricultural high schools, that pro- 
posed district must have total as- 
sessed valuation least one mil- 
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lion dollars, total area not less 
than twenty-four government sections 
land. The estimate that 1,000 per- 
sons are needed support modern 
church adequately based study 
involving less than 179 counties 
different parts the United States. 
Wisconsin and Michigan believe 
that requires town having 
tion the people living the rural 
area around support hospital 
and that even these conditions may 
not support hospital adequately un- 
less part its support can secured 
from other towns and communi- 
ties. has been estimated, 
some well-informed quarters, 
that support and administer 
twenty-five thirty bed hos- 
pital 5,000 6,000 people are 
needed and that the hospital 
smaller certain administra- 


tive difficulties are likely arise. Evi- 
dently some such cases not only 
mergers but business cooperation 
between independent communities 
may necessary. 

tween population the one hand and 
business and trade services the 
other, New York finds most its 
villages that have population 
1,000 more, the farming coun- 
ties, are fully supplied with agencies 
for providing general supplies, gro- 
ceries, coal and ice, drugs, feeds, pro- 
duce, men’s furnishings, shoes, dry 
goods, electrical equipment, and fur- 


niture. Moreover, each such village 
likely have milk plant, lumber 
yard, bank and hotel. Michi- 
gan, towns having population 
1,000 are not likely have com- 
plete list the various kinds 
stores; larger town needed 
including resident lawyer and den- 
tist. Doctors still seem survive 
smaller centers. With the exception 
the shifts that come with changes 
habits and methods, was found that 
Michigan, during ten-year peri- 
od, few towns lost type service 


the town was large enough, theo- 
support it. 


Farm-Village Combines 


ISCONSIN concludes 

the many well-marked and 
distinctive rural primary groups 
that state synthetic population with 
the well-substantiated opinion that 
the day neighborhood self-suffi- 
ciency scheme rural organization 
past, especially where there are large 
numbers small groups that tend 
bring the averages down below the 
point efficiency. “The village 
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the farmers’ service station. There- 
fore, village and rural groups must 
federate. Active primary groups and 
the village center should form com- 
munity. The non-grouped areas need 
organization. Inter-community 
ganization the county basis 
necessary for administrative pur- 
poses” Wisconsin. 

Louisiana confined its work 
study things they are selected 
communities within its borders, hop- 
ing thereby not only reveal pres- 
ent conditions but find indications 
the right methods improvement. 
leading question left the 
minds the investigators was: 
not have, the country 
large, too many small, low-grade 
towns and businesses poorly 
distributed incur un- 
necessary burden upon society, 
and the same time retard the 
spread progressive 
ideals and general social 
and economic advance- 
ment for both town and 
country 

shaping the report 
the National Com- 
mittee Recent Eco- 
nomic Changes the 
United States, 


Melvin Copeland Harvard Uni- 
versity answers the question 
statement tendencies. major 
change buying habits re- 
sulted widening retail trad- 
ing areas, particularly rural sec- 
tions the United States. This 
change, like most the other busi- 
ness developments noted, had begun 
prior 1920, but its progress was 
markedly accelerated after that date. 
Nebraska, the towns with popula- 
tion between 1,000 and 5,000 gain 
much trade from the smaller places. 
The shift trade from the country 
(Continued page 716) 


Banking Business Washington 


WILLIAM PICKETT HELM 


United States Government Has Small Loan Business with 
1,600,000 Customers and Total Volume $300,000,000 Out- 


standing. 


Treasury Sells Liberty Bonds Obtain Funds 


Which the Veterans Bureau Lends Ex-Soldier Borrowers. 


ARLY January each year 

certain branch the Fed- 
eral Government Washing- 

ton invariably finds itself 
need money. The demands made 
upon for cash are always far 
excess its ready funds. meet 
those demands follows 
procedure. merely sells batch 
Liberty Bonds. With the money thus 
obtained discharges its obligations 
and continues its routine way. 

month two later the same 
need arises. Once more batch 
bonds sold. Once more the de- 
mands are met. And once more the 
bureau settles down its appointed 
work. But not for long; soon the till 
goes bare again and more bonds have 
sold. Over and over this proc- 
ess repeated. 


Started Three Years Ago 


HAT sort financing, odd 

may seem more than eleven years 
after the last the Liberty Bonds 
has been issued, has been followed for 
about three years. 1930, the bureau 
needed about $90,000,000 above its 
usual office expenses and most the 
money was derived from the sale 
Government bonds. January, 1931, 
the excess demand over supply was 
estimated $20,000,000, and for the 
current year probably $110,000,000 
will required. Most this $110,- 
000,000 will obtained through the 
sale Government bonds. the 
first this year about $265,000,000 
had been obtained that manner, 
every dollar which had been ex- 
pended. 

this somewhat unusual method 
getting money there rests taint 
shade suspicion. all per- 
fectly regular, authorized law. 
done the open light day, 
though generally without the fan- 
fare attending new issue Govern- 
ment securities. Indeed, the securities 
sold are not new all, but bonds pre- 
viously purchased from offerings 
the past. Relatively few persons, how- 
ever, know that the Government 
disposing continually its bonds 
piecemeal offerings to, meet current 


Large Task 


3,400,000 adjusted ser- 
compensation certifi- 
cates issued the Govern- 
ment veterans the 
World War since January 

1925, have been pledged 
security for loans. The 
total face value out- 
standing certificates now 
$3,500,000,000 and the total 
loan value $725,000,000. 
Mr. Helm supplies facts es- 
sential understanding 
current projects for in- 
creasing 
cash value form un- 
employment relief. 


demands, and the general public seem- 
ingly knows little, anything all, 
about and interested even less. 

These frequent sales bonds, how- 
ever, constitute but one phase the 
transaction. second step completes 
it. The funds thus obtained are lent 
out many borrowers. The entire 
procedure definitely puts the Federal 
Government the banking business 
addition its other 25,000 more 
odd jobs; puts into the business 
scale which even the largest 
privately owned banking institutions 
regard with respect. 

The riddle solved when one looks 
into the details the bond-selling 
and money-lending. The transactions 
revolve around the soldier bonus or, 
use the official name, the adjusted 
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compensation World War veterans. 
The bonds disposed are taken from 
the United States Government life 
insurance reserve fund which now 
stands nearly $500,000,000. The 
proceeds the sales are used lend 
money, prescribed and made manda- 
tory law, World War veterans 
their deferred bonus adjusted 
service compensation certificates. 


Purpose Fund 


XCEPT for life insurance officials 

and others directly interested, few 
persons are aware even the exist- 
ence the United States Government 
life insurance reserve fund. Not once, 
since was authorized the original 
Veterans’ Bureau Act 1917, has 
occupied the public spotlight. 
has functioned and grown nicely dur- 
ing those fourteen years however, and 
accord with the intent the act. 
That intent was establish fund 
enable the Government meet 
maturing life insurance policies taken 
out its service men and women 
during the World War. 

the reserve fund the Federal 
treasury contributes exactly nothing. 
was built its present large di- 
mensions the premiums the 
former soldiers, sailors and marines 
who took out life insurance policies 
with the Government. The big fund 
belongs, its final ownership, 
those policy holders but the Govern- 
ment controls trustee. The re- 
serves are invested Liberty Bonds. 
And that huge reserve that 
tapped regularly and often provide 
the lendings 1,600,000 veterans who 
are cashing bit every year their 
postponed bonus. 

the Government bonds which 
originally into the reserve fund are 
gilt-edged, the securities which re- 
place them when they are sold are 
less so. Some the new securities, 
indeed, are regarded even more 
desirable than Government bonds for 
they carry higher interest rates. Those 
new securities are veterans’ adjusted 
service compensation certificates 
which are pledged for the amounts 
the respective loans. Individually, 
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the loans collectively they 
have bulked large since 1927 when 
the first advances were made. 


How Loans Are Made 


still another respect, the life in- 
surance fund fortunate, for 


much the overhead cost making 
these loans carried, toto, the 


veterans’ bureau 
through which 
the loans are 
made. The pro- 
cedure is, rough- 
ly, follows: 
Borrowing vet- 
erans apply 
the 
bureau for addi- 
tional 
The bureau 
must approve 
the granting 
those loans 
accordance with 
rising 
loan values writ- 
ten into the cer- 
tificates and in- 
creasing each 
year. The bureau totals 
its many thousand loan 
applications and finds that 
will require, let say, 
$20,000,000 meet de- 
mands January, 1931. 
That was the estimate the 
other day. Then the bu- 
reau turns the trustees 
the life insurance fund 
(which the United 
States Government) and 
asks for $20,000,000. 
security, the bureau 
pledges the borrowers’ 
notes which, turn, are 
secured the collateral their certi- 
ficates. 

The trustees the life insurance 
fund seldom have hand more than 
$2,000,000 cash. they dip into 
the strong box and take what they 


need bonds. Those bonds are 


quite conceivable that they 
not reach the public but are taken 
Secretary Mellon put into the gen- 
eral sinking fund. Anyhow, they are 
sold; the cash turned over the 
veterans’ bureau, and the bureau dis- 
penses among its veteran borrowers. 

Thus, effect, the Government 
the United States has taken long 
step forward into the banking busi- 
ness. these transactions 
rows and lends many millions every 
year. charges varying rates 
interest which are fixed rigidly 
law not exceed per cent more 
than the rediscount rate 90-day 
commercial paper the Federal re- 
serve bank the region which the 


loan made. The 1,600,000 custo- 
mers pay those rates. the same 
time they aid building strong 
reserve for the holders the Govern- 
ment’s life insurance policies. 

The rates change from time 
time. Early January, for instance, 
borrowers the second Federal re- 
serve region, which New York, 


Buffalo and Newark, J., 
are located, were charged 
per cent interest annually. Bor- 
rowers Cleveland and Boston paid 


per cent. other Federal reserve 
districts the rate was per cent. 
The variations reflect the rediscount 
rates the respective Federal re- 
serve banks, being per cent above 
them each case. 

take from officials the vet- 
erans’ bureau, the Government was 
forced into the banking business sev- 
eral years ago because the privately 
owned banking institutions did not 
take kindly making multiplicity 
small loans the adjusted ser- 
vice compensation certificates. The 
original soldier bonus law which Con- 
gress passed 1924 over President 
Coolidge’s veto did not contemplate 
putting the Government into the 
banking business. Congress merely 
authorized the issuance the certifi- 
and took for granted that 


the privately owned banking con- 
cerns would lend money them. 

The law provided that the certifi- 
cates should have loan values guar- 
anteed the Federal treasury, be- 
ginning two years after issue. The 
first batch certificates was issued 
January 1925. They, like those 
succeeding them, were run for 
twenty years. Their face value, pay- 
able maturity 1945 there- 
after, was the amount endowment 
insurance purchasable the veter- 
ans’ credits computed his length 
and field service. Each 
year, the 
the Government 
put sum into sinking 
fund retire the certifi- 
cates maturity, the full 
amount the certificates 
being payable once 
case the death the 
holder. 

Millions these cer- 
tificates were issued. 
January, 1927, when the 
first them became eli- 
gible collateral, hun- 
dreds thousands 
veterans went banks all 
over the country get 
loans. They were small 
loans, generally from $50 
$75 each. tens 

thousands 
the pros- 

pective borrow- 
ers were entire- 
unknown 
the 
which they ap- 
plied. Bankers 
generally were 
annoyed and as- 
tonished. There 
was little 
profit such 
minor transactions made with strange 
borrowers. was not the sort 
business most banks sought. 

became manifest almost immedi- 
ately that the majority the banks 
did not want the proffered business. 
The original act then was amended 
and power was given the veterans’ 
bureau make loans the manner 
have just indicated. The veterans 
then turned the Government and 
the bureau was fairly launched the 
banking business. 


Can Rediscounted 


all the millions lent cer- 
tificates, however, has come from 
the life insurance fund. There are now 
outstanding about $300,000,000 
loans. About per cent them are 
held banking institutions. Many 
such institutions regard the business 
(Continued page 725) 
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Willam Fitzwilson 


Assistant Treasurer the 
American Bankers Associa- 
tion, died January New York 
City and was laid rest with his for- 
bears his ancestral home, Richmond, 
Virginia. 
strange and beauti- 
ful thing that when 
life ended, something 
assembles and 
passes review the 
good that was the 
man who 
away. this involun- 
tary mental process, 
that more perfect life 
the hereafter which 
everyone hopes 
achieve. 
the characteristics 
Mr. Fitzwilson, 
his friends and ac- 
quaintances have 
need lightly 
pass over anything, 
occasion draw 
the mantle char- 
ity over any defect, 
for his life was normal and clean, given 
only fair dealing and good impulses. 
performed his daily duty 
saw it, without ostentation the one 
hand, complaint the other. None 
knew from any word uttered his 
many good acts, and President 
the United States once said each one 
has cross carry, had his 
own, then even his intimates did not 
know from any word, gesture 
his. Patience, serenity, tranquility 
were attributes his daily life—a tri- 
umvirate traits everyone admires, 


WILSON, Secretary and 


many strive for, and but few attain 
such degree graced his character. 
Every day looked out the 
world with geniality and good will, 
unruffled and unperturbed the strife 
the business world, the headlong 
rush for place, power, riches, for 
possessed those qualities 
mind and heart that all 
these three things advan- 
tage are sought for only 
stepping stones that seren- 
ity mind which always was 
his own. Sincere and cordial, 
man good will, the world 
reflected back him rich 
friendships those same quali- 
ties that dominated his own 

life. 
brought him 
certain riches that 
mere money could 
not produce, and 
the annual and 
semi-annual meet- 
ings the bankers 
brought him 
handclasps that 
were the tokens 
affection 
which was held 
men all parts the country. 


exactly what influence any man’s 
life has upon his associates and con- 
temporaries, but this know, that the 
influence William Fitzwilson 
those with whom came contact 
day day was well-meaning, kindly, 
patient influence—the poise and rad- 
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Bonus Jeopardizes Recovery 


Cash Payment Ex-Soldiers’ Adjusted Service Compensation 
Certificates Would Benefit Limited Number Expense the 


Nation Whole. 


Banks Now Hold $18,000,000,000 In-. 


vestments Whose Value Would Seriously Diluted Bonus. 


OME STEPHENSON, 
President the 


vice-president the St. 
Joseph County Savings Bank, South 
Bend, Ind., told the House Committee 
Ways and Washington 


for the immediate 
veterans’ certificates 
fully realized the seriousness the 
proposal, they insist. 

“The plan pay the veterans, 
course,” said Mr. Stephenson, 
accepted sincere proposal for 
the general public welfare brought 
forward good faith, but when 
subjected equally sincere scrutiny 
such presented Secretary 
the Treasury Mellon his recent 
shown distinctly against the 
general welfare. simply plan 
that will not the thing aimed 
do, which serve the economic 
interests the nation. 


Obligations Public 


HAVE the viewpoints on_ this 

proposition many associ- 
ates banking and the American 
Bankers Association. Universally 
they are unalterably opposed 
strictly principles sound public 
men include commer- 
cial, savings and investment bankers. 
From angle the various view- 
points they represent can find 
favorable argument for the proposed 
payment that not outweighed 


good. 
“As President the American 


Bankers Association, say without 
hesitation that the views men whose 
daily work consists dealing first 
hand with the practical phases 
business which the workings 
cause and effect connected with this 
proposal are most clearly apparent are 
overwhelmingly against it. Their posi- 
tion based not the narrow stand 
that their own personal corporate 
interests would injured, but the 
broad basis their obligations the 
public virtue the financial in- 
terests that the public 
their care. 

“Bankers are above all the custo- 


dians the financial welfare our 
the 
people’s deposits are their hands— 
some these de- 
posits are classed savings. How 
broad responsibility the 
banker carries indicated the fact 
that there are more than 50,000,000 
savings depositors the savings, na- 
tional and state banks and trust com- 
panies this country. There are 
many million more depositors with 
The bankers, therefore, are directly 
indirectly, the representatives the 
financial welfare, not few, but 
the great majority all our people, 
because anything that affects the 
banks has bearing the interests 
their depositors.. 


First Duty Safeguard 


LARGE part the resources 

the banks entrusted in- 
vestment bonds. The last reports 
show that the banks the nation 
held $18,000,000,000 investment 
assets. discharging the duties 
their trusteeship toward the people 
who have entrusted their deposits with 
them, the bankers have made these 
investments accordance with the 
dictates experience and prudence, 
guided always the principle that 
their foremost duty is, every means 
their power, safeguard the funds 
committed their care. evidence 
their conscientious endeavors 
discharge this duty, and also their 
faith the obligations our Govern- 
ment, more than $4,000,000,000 
these bank investments consist 
United States Government securities, 
and they have also accepted large 
volume these bonds security for 
loans customers. 

“United States Government bonds 
also enter largely into the assets 
those other great financial institutions 
laden with fiduciary responsibilities 
the public, namely, the life insur- 
ance companies. The assets the 
legal reserve life insurance companies 
the United States amount almost 
$19,000,000,000. These reserves consti- 
tute part the accumulated savings 
68,000,000 policyholders. They 
constitute also the protection and the 
defense against want the millions 
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dependents who are 
ficiaries these policy holders. The 
insurance companies, therefore, also 
represent the interests not only 
few, but the great majority our 
people. 

“Therefore, when bankers and 
others entrusted with the investment 
large sums the money 
speak against any measure 
the stability the value our 
try’s bonds, which bound also 
react other securities, they speak 
essentially behalf the great 
masses our people small 
who have confided them their sav- 
ings and their defenses against desti- 
tution. The fact that proposed 
measure will affect adversely any part 
the security which this trust 
rests certainly makes imperative 
broad public welfare deter- 
mined the grounds the greatest 
good the greatest number our 
people and not only specific 
limited group. 


Existing Issues Would Suffer 


for this reason that the heads 

our great financial and fidu- 
ciary organizations take particularly 
heart Secretary Mellon’s warning. 
There is_no question but that the 
sale great new issue Govern- 
ment bonds, with the interest rate 
higher than the yields already out- 
standing issues which would neces- 
sary make them would 
seriously depreciate the prices ex- 
isting bond issues that enter 
largely into the basic values the 
investment structures our banks 
and insurance companies and millions 
our people. The markets have al- 
ready unequivocably demonstrated the 
truth his words and the danger 
the proposal. Already the public has 
suffered substantial impairment 
the market values the foundations 
its direct and indirect investments, 
and this only forerunner what 
may expected the present threat 
becomes actuality. 

“At most, only relatively small 
portion our people who are need 
would the immediate beneficiaries 
the proposed distribution, and at. 

(Continued page 697) 
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The Paradox Money Rates 


HARRY FARR 


Only Fraction Bank’s Total Loans and Investments 


Affected Changes Rediscount Rate. 


When Funds Are 


Cheap and Plentiful Public Frequently Errs Expecting 
Benefit Immediately Lower Rates Interest Borrowings. 


OHN HARLOW pushed back his 
chair and rose. His family and 
guests did likewise. The women 
and children repaired the liv- 

ing room and tuned the Christ- 
mas afternoon music. John took his 
brother Bill the arm and together 
they moved into the library. They 
had not seen each other for ten years. 

John was automobile dealer 
small town central New York. 
Bill was cotton broker, grain mer- 
chant and implement dealer ham- 
let the State Texas, about 
twenty-five miles from Galveston. 
Upon his discharge from the service 
had gone Texas seek his for- 
tune, had married southern girl, 
prospered moderately and was now 
enjoying holiday reunion the 
North with his brother. 


Fun Gloomy 


FTER exhausting the surface fund 
family news their conversa- 
tion turned business. Both men 
would classed the school room 
economist “petty entrepreneurs.” 
Each was essentially trader rather 
than producer. Business was rot- 
ten, collections poor, prospects im- 
pervious all the appeals artful 
salesmanship. course, conditions 
were not quite bad these two 
brothers painted them. But calamity 
and the fury the business elements 
are always more satisfying and 
colorful topic conversation than 
good fortune and economic sunshine. 
“And the worst said Bill, 
“the banks down our way are getting 
mighty careful about lending money. 
They say that money easy and 
rates are scraping bottom, but far 
newspaper twaddle. Scraping bottom! 
Certainly they are scraping the bot- 
tom, but they are scratching the top 
the same time. have paid the 
same rate loans since bor- 
rowed first dollar Texas.” 
“Now, Bill, you’re worse off than 
are here. The big fellows 
the city may able get the breaks 
money, but have been paying 
per cent ever since borrowed 
first shipment cars.” 


Only Ripple 


not difficult un- 
derstand how bank cus- 
tomer, reading his daily 
paper successive 
the Federal reserve bank 
discount rate, would 
pect his own banker fol- 
low suit reducing the 
rate for local accommoda- 
tion. The Federal reserve 
means, large item the 
cost running bank—in 
fact the writer here 
points out—the effect 
cut one-half the re- 
serve rate, hardly visi- 
ble the naked eye the 
time reaches the aver- 
age bank. 


“Six per cent!” ejaculated Bill, 
“John, you don’t know how lucky you 
are. pay per cent down our way 
and feel that rate well with the 
words keep per cent de- 
posit balance.” 

Bill and John Harlow are not the 
only ones perplexed the eccentrici- 
ties the money rates. happens 
that the bank Texas and the bank 
New York with which the Harlows 
deal are members the Federal Re- 
serve System. The newspapers have 
given great publicity the six suc- 
cessive reduction the discount rate 
made the Federal Reserve Bank 
New York which finally left the rate 
per cent, but these changes never 
seemed penetrate the little com- 
munity which John Harlow sold 
automobiles. Here brother 
from Texas borrowing from bank 
which has access the same reser- 
voir credit and yet must pay 
per cent for his money. What the 
answer? 

springs- from misconception 
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the function Federal reserve credit, 
misconception which extends far 
beyond the confines the limited 
areas which the two Harlows 
business. fact it. quite gen- 
erally assumed the layman and 
large extent students and writers 
that the credit the reserve system 
the raw material from which the 
member banks produce the credit 
which they turn extend their 
clients. 

The reasoning much the same 
that which gives rise that house- 
wifely resentment which follows the 
failure the baker reduce the 
price his bread pari passu with 
that wheat. takes, roughly, 
pound wheat make loaf 
bread. When wheat drops from $1.20 
bushel $0.60 the cost the prin- 
cipal raw ingredient bread has 
been cut half. Yet the baker, 
when, and responds may not 
reduce his loaf more than one 
cent, from eight seven cents loaf. 
little cost analysis reveals that one 
cent the precise limit the cost 
reduction which accrued the baker 
and all that can pass his 
customer. The fall the price 
wheat has not affected the wages 
pays his workers, the taxes his 
property, the yeast, sugar, milk, eggs, 
fuel, depreciation and host lesser 
items which make the final cost 
the loaf. 


Bank Credit Similar 


rate charged the banker 

operates under the same rules 
cost the loaf bread. the re- 
discount rate the New York Fed- 
eral Reserve Bank drops from per 
cent per cent the course 
year does not mean that the mem- 
ber bank’s costs drop 2/3 per cent 
and that can therefore accommo- 
date its clients substantially re- 
duced There are more than 
nineteen chances out twenty that 
the banks with which Bill and John 
Harlow business owe money 
serve banks and have occasion 
borrow any the present time. Even 

(Continued page 698) 
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The Comptroller Restates His 
Case for Branches 


EVERETT 


Report and Testimony Define Trade Area and Recommend 
Committee Composed the Secretary the Treasury, Governor 
Federal Reserve Board and Comptroller Designate Munici- 


pal Centers. 


-ERTAINLY one can prop- 
erly accuse the office the 
Comptroller the Currency 
weakening its efforts 

strengthen the national bank system 
the United States. Both his an- 
nual report submitted Congress 
January and his testimony before 
the Senate sub-committee under the 
chairmanship Senator Carter Glass, 
which commenced its investigation 
the nation’s entire banking and credit 
systems Jan. 19, the Comptroller 
returns the charge. 

Perhaps the most notable feature 
both the progressive crystalization 
ideas apparent his position with 
respect branch banking and re- 
gard the relation national and 
state bank systems. Two new possi- 
his testimony before the Senate com- 
mittee. One lies his suggestion 
that the office 
tional banks for inefficiency mis- 
management and his the 
the National Bank Ken- 
tucky which recently failed one 
which such power would have been ex- 
ercised. The failure the National 
Bank Kentucky, the Comptroller 
testified before the Senate sub-com- 
mittee, was caused “the domina- 
tion single person” and bad in- 
vestments real estate made the 
Bancokentucky Corporation, the hold- 
ing company which later took control. 
indicated that such power would 
rarely used but thought that 
would serve “deterrent.” 


Security Affiliates 


supplementary this 
banks and security companies 
though had not recommended the 
step and regarded present 
suggestion indicated that was 


Believes Plan Would Prevent 


From the Rim 


writer this ar- 
ticle discusses the 
Comptroller the Cur- 
rency’s annual report and 
recent testimony before the 
Senate committee way 
that reveals sharply the 
tremendous forces work 
today the banking world. 
The “trade idea ap- 
pears best advantage, 
according Mr. Pole, 
viewed from the rim in- 
stead the hub. per- 
mit branches within trade 
area limits would lead, 
believes, not concentra- 
tion but decentralization 
credit. 


now possible for security company 
owned bank own all the stock 
the bank, thus creating self own- 
ing corporation without additional as- 
sets which would largely neutralize 
the double liability bank stockhold- 
ers. also recommended that loans 
its affiliated companies should 
limited not more than per cent 
bank’s capital and surplus. 

All such recommendations, both 
the report and the congressional 
testimony into which the former was 
read, are subordinate 
ing branch banking. his testi- 
mony before the Senate committee 
cited the number bank failures 
the past ten years, per cent 
which were rural communities, and 
stated that: 


“While many small country banks are still 
strong and may continue in operation for 
many years to come I see no future for this 
type of banking as a system of hanking and 
in my opinion it is unjust to the rural com- 
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Centralization. 


munities to subject them to the hazards of 
a banking policy which permits this condition 
to exist. * * * In the present situation 
it seems to me that a national declaration of 
policy with respect to branch banking is 
necessary.” 

both the report and his testi- 
mony the Comptroller indicates not 
only what for but also answers 
criticism and suggestions the dis- 
cussion the past year indicating 
what against and accompanies 
his arguments with definite proposals 
legislation which present the issue 
squarely Congress. These proposals 
have particularly with the defi- 
nition and limitation the “trade 
areas” which branch banking shall 
permitted national banks and also 
the supervision and control group 
banking cases where national banks 
member banks the Federal Re- 
serve System are involved—in short 
where the Federal Government has 
responsibility for which can consis- 
tently demand corresponding control. 
The recommendations regard 
trade area branch banking are sum- 
marized follows: 


State Boundaries Ignored 


THAT committee composed 

the Secretary the Treasury, 
the Governor the Federal Reserve 
Board and the Comptroller the Cur- 
rency authorized select the vari- 
ous cities which are commercial cen- 
ters the United States and map 


‘out their trade areas. 


That the term “trade 
defined embrace the regional flow 
business and trade and from 
such cities and that state boundary 
lines not considered determin- 
ing the territorial limits thereof. 

That national banks situated 
such cities permitted, with the ap- 
proval the Comptroller the Cur- 
rency, establish branches within 
the limits such regional trade areas. 

That the paid capital stock 
such national bank shall not less 
than $1,000,000 and that the ratio 
capital and surplus deposits shall 
maintained not less than one 


wer 
q 


J 


668 


AMERICAN BANKERS ASSOCIATION JOURNAL 


ten. The Comptroller the Cur- 
rency would his discretion require 
larger capitalization. 

That the national bank consolida- 
tion act amended permit 
any banks situated within the trade 
area consolidate, with the approval 
the Comptroller the Currency, 
under the national charter but the 
Comptroller the Currency should 
specifically empowered disap- 
prove any such consolidation upon the 
ground that might result un- 
due concentration banking capital 
within the trade area. 

That there conferred upon the 
Comptroller the Currency such visi- 
torial powers may enable him 
examine into the affairs any corpo- 
ration which owns controls the ma- 
jority the stock any national 
bank. 

That corporation permitted 
own the majority the stock 
any national bank the same 
time owns the majority the stock 
state bank. 

That national bank per- 


mitted make loan upon the se- 


curity the stock corporation 
which may own the majority the 
stock such national bank. 

careful examination these pro- 
posals for amendment the McFad- 
den Act will demonstrate that projects 
for branch banking national banks 
have passed the theoretical stage and 
have entered the realm direct prac- 
tical legislative proposals far- 
reaching sort. The proposals with re- 
spect the relation state and na- 
tional banks group banking, for 
example, would break practically 
every large group banking combina- 
tion the country and force them into 
branch banking. 


Not Aimed More Profits 


HERE also clear definition 

and limitation “trade areas”— 
definition which practically bank- 
ing authority was willing attempt 
the hearings before the House 
Committee Banking and Currency 
last spring. discussing the subject 
the Comptroller emphasizes the idea 
that the establishment branch 
banking system not designed 
place the large city bank position 
develop its business with attendant 
greater profits and wider influence. 
Notwithstanding this would and should 
primary purpose,” states, “is the 
strengthening rural banking itself 
through the influence strongly cap- 
italized and well-managed city banks 


which the rural bank might become 


integral part. therefore neces- 
sary consider the trade area ques- 


tion from the point view the 


rural bank situation rather than from 
that the city bank.” The present 
problem deals with trade area “which 
requires that the viewpoint taken 
from the rim the area rather than 
from the hub.” The Comptroller con- 
tinues: 


“The aim is the establishment in the rural 
communities of a sound system of banking 
which will give the country depositor 
reasonable assurance of safety and will 
offer to those requiring banking accommoda- 
tion more adequate facilities than is at pres- 
ent available to them. Those requirements 
can met only through the establishment 
branches city banks into the surround- 
ing communities which have access to such a 
city as their principal market and financial 
center. It is this surrounding area which I 
have termed the regional trade area. It is 
the zone of the city’s predominant economic 
influence in the sense that in that zone the 
city is both the trade and credit center. 

“There can be no formula which would 
determine in advance the exact size of any 
such trade area, but as has been frequently 
pointed out there is one economic principle 
of fundamental and controlling significance. 
Every city which may selected the 
center trade area must such im- 
portance as a trade center for the surround- 
ing geographical territory as to draw to it 
volume and diversity trade sufficient 
form the potential basis for a well balanced 
branch banking system. This what have 
termed the requirement for economic diversi- 
fication. By this it is meant that the loans 
made by the bank to its customers in the 
trade area must rest upon the security of a 
wide range of business enterprises and in- 
dustrial pursuits. The bank should be able 
to draw its business from the production 
of natural resources: agriculture, livestock, 
manufacturing, transportation by land and 
water, distribution and communication. * * * 
The essential weakness rural banking 
now have lies the danger its com- 
plete dependence upon one such economic 
activity. By virtue of the small geographical 
area of its operations its loans rest principal- 
ly upon one type of security. There is an 
insufficient economic diversification its 
loan portfolio. This objective can be at- 
tained in a branch system of banking which 
taps number different types 


Point Collision 


some respects the chief challenge 

the Comptroller’s proposals 
the present system limiting branch 
banking state-wide operation and 
municipal limits the case na- 
tional banks, lies the recommenda- 
tion that state and county lines shall 
disregarded arranging the trade 
areas. The trade areas are es- 
tablished the proposed committee 
divisions for banking purposes 
only; but far such purposes may 
carry them there state other 
line limit them. pointed out 
that business and industry pay at- 
tention state lines the use 
banking facilities and for that reason 
itis believed that suggestions for state- 
wide branch bank limitations would 
beanunsound basis for national policy. 
There similar objection county- 
wide branch banking. 
tions, believed, would force bank- 
ing into artificial channels and lead 
one-sided development while the 
same time denying the public 
many cases the banking service which 
branch banking designed afford. 

The Comptroller’s idea that there 
immediate geographical terri- 
tory surrounding every large city and 
reaching out into the outlying rural 
communities—a definite area which 
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can determined boundary lines 
embracing population having cus- 
tomary access such city the 
principal market—and that this area 
banking without respect municipal, 
county state boundary lines. the 
consideration the type size 
city which would the 
center trade area adequate for 
branch banking purposes,” the Comp- 
troller states, “regard must had for 
the general banking situation any 
given community. the city im- 
portant enough have strong, suc- 
cessful banks and surrounded 
community having number coun- 
try banks whose principal bank corre- 
spondent such city, that city 
might made the center re- 
gional trade area.” 

These “trade also, are 
self sufficient far may pos- 
sible; that they are furnish 
credit and use with minimum 
dependence upon metropolitan insti- 
tutions connections. Since branch 
banking national banks has begun 
with the branch banking limited 
the city which the bank situated 
would seem the logical economic de- 
velopment “to permit natural growth 
these branch banking systems into 
the territory where their influence 
banking predominant rather than 
proceed solely from the greatest 
metropolitan centers the country 
which would give relatively few 
great metropolitan banks the exclu- 
sive privilege branch banking 
the country districts and lesser cities. 


Decentralization 


would highly desirable 

preserve much possible the 
element local autonomy the es- 
tablishment trade areas provided 
the areas are not small sacri- 
fice the principle economic divers- 
The Comptroller continues: 


“The type of branch banking here recom- 
mended would, as compared with the present 
system of unit banking, lead to a decentrali- 
zation of banking resources. Within each 
trade area there would concentration 
local regional banking capital and the best 
interests the branch banking system would 
compel the employment of such capital in 
the various communities throughout the trade 
area. The present tendency under our sys- 
tem of a large number of very small banks 
and a small number of very large and strong 
banks is for the bulk of the banking re- 
sources of the country to be concentrated 
in a few great metropolitan centers. Under 
trade area branch banking there would un- 
doubtedly arise in the inland commercial 
centers regional banks sufficient strength 
to hold the banking business originating 
within their trade areas.” 


The Comptroller expresses the opin- 
ion that small country banks need 
have fear that they would driven 
out business through the establish- 
ment branch banks city banks. 
thinks such procedure would 
highly abnormal and that Comp- 

(Continued page 710) 
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Crossing Niagara River Gorge 


Fitting Together the Great Rail 
Systems the East 


CHARLES SPEARE 


Four Proposed Eastern Trunk Lines Would Include Per Cent 
the Nation’s Total Mileage Covering the Area Greatest 
Details Are Conformity with Transpor- 


Traffic Density. 
Task Big but Much Already 


tation Act. 


CHRONOLOGICAL record 
the steps taken promote the 
unification railroads the 
eastern, trunk line section 

the United States, since the Trans- 
portation Act was promulgated 
1920, shows long interval inac- 
tivity after the Interstate Commerce 
Commission’s tentative plan was pre- 
sented 1921. This was followed 
intense work for some months 1924- 
1925 the four-party scheme, which 


was blocked the dissent one 


the carriers. Then came another 
lapse into apparent indifference 
unification, out which there emerged 
1927 and 1928 contest for con- 
trol independent lines between the 
Baltimore Ohio, Pennsylvania and 
Nickel Plate systems, and finally, the 


consummation the original four- 
system idea the end 1930, when 
this was made appear advisable 
not only strengthening gen- 
eral railroad credit, but sign 
reviving constructive processes the 
interest business. 


Idea Evolved Gradually 


BVIOUSLY, the tracing rail- 

road consolidation developments 
the East during the past decade 
does not suggest that what has finally 
come pass represents the evolution 
the minds leaders transportation 
that the public say noth- 
ing the attitude Congress: Not 
all the chief parties interest 
the proposed merger are entire 
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Accomplished. 


sympathy with consolidations pro- 
posed. only they have had 
pressure exerted them along 
with movement that seemed 
for the common good this critical 
time the business life the coun- 
try that they have been willing 
make concessions and waive preju- 
dices that have grown out five 
more years intermittent efforts 
arrive unanimous agreement. 
The plan announced Dec. 30, 
1930, President Hoover, and sub- 
sequently signed the chief execu- 
tives the Pennsylvania, New York 
Central, Baltimore Ohio, and Chesa- 
peake Plate systems, 
departs many its leading aspects 
from that which was suggested the 
Interstate Commerce Commission 
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1921 after the entire railroad situation 
the United States had been closely 
surveyed Professor William Rip- 
ley Harvard University. Professor 
Ripley has been faithful and aggres- 
sive advocate railroad unification 
ever since, and him due much 
the credit for keeping the subject 
alive, and for the past nine months, 
constantly before the eastern railroad 
managements and the administration 
scheme the territory which now 
divided between four major com- 
panies would have been split into 
nearly twice many systems. 


How They Were Grouped 


IRST, there was that dominated 

the New York Central Lines which 
included also the Boston Maine, 
Maine Central and Bangor Aroos- 
took, none which figure the pres- 
ent situation. The Pennsylvania sys- 
tem was stand about does to- 
day with the Norfolk Western head- 
ing group its own. The Baltimore 
Ohio, has been the case every 
subsequent recommendation the 
commission, was given the Read- 
ing and the Central Railroad New 
Jersey and supplemented the 
New York, New Haven Hartford, 
the Chicago, Indianapolis Louisville 
and two small coal roads leading into 
New England. The Erie was system 
number four which the main com- 
ponent parts, aside from the parent 
lines, were the Delaware Hudson, 
Delaware, Lackawanna Western and 
that portion the Wabash Railroad 
lying east the Mississippi River. 
Then there was the Nickel Plate-Le- 
high Valley merger which included 
these two natural links between New 
York and Chicago and the Wheeling 
Lake Erie and Pittsburgh West 
Virginia. The Chesapeake Ohio and 
the Virginian formed another system 
and the Pere Marquette one more. 

now apparent that this ar- 
rangement would have been impossible 
success. There was too little inte- 
gration provided it. Too many 
weak systems had been set 
would not have solved the questions 
competition and those balances 
power mileage and facilities that 
are necessary order stabilize 
railroad conditions and bring about 
the greatest economies while preserv- 
ing the highest degree public ser- 
vice and interest. Consequently, the 
1921 consolidation plan was com- 
pletely ignored the East that 
which the Interstate Commerce Com- 
mission, with heart its recom- 
mendation, presented the country 
somewhat over year ago. 

The proposed consolidation affects 
per cent the present railway 


mileage the United States. 
the area the country’s greatest 
traffic density. involves two systems 
that, extent and earning ca- 
pacity, are preeminent. general, 
covers the region between the Great 
Lakes the North, the New York- 
New England boundary the east, 
the Potomac and Ohio Rivers the 
south, and the Mississippi River 
the west. There are spurs from 
that extend into the Michigan 
peninsula and down into Virginia. 
The most westerly point related 
the merger Kansas City, which 
entered the Chicago Alton, now 
controlled the Baltimore Ohio. 

The component parts the four- 
system plan, the order their rank 
mileage are, the Pennsylvania 
Railroad, New York Central, Chesa- 
peake Ohio-Nickel Plate and Balti- 
more Ohio. Combined they will 
have approximately 52,000 miles 
lines under operation. The table given 
below indicates the relative measure- 
ments these four systems set 
the chairman the House Inter- 
state Commerce Committee. 

the realignment necessary 
bring certain independent roads into 
one the four major systems, the 


Miles 
Pennsylvania .......... 16,549 
O-Nickel Plate...... 12,554 
Baltimore Ohio....... 11,156 


Baltimore Ohio has been given nine 
additional properties with mileage 
5466, nearly the equivalent 
the total which now directly oper- 
ates. the Ohio have 
been allocated four properties with 
total mileage 3047, about one- 
third more mileage than now owns. 
The Pennsylvania system ex- 
panded the inclusion three lines 
aggregating 5263 miles and the New 
York Central receives, from the sup- 
plement two roads, 1127 more miles. 
The this, according esti- 
mates, that the Baltimore Ohio 
will gain about per cent operat- 
ing income, the Chesapeake Ohio 
1/3 per cent, the Pennsylvania 
per cent, and the New York Central 
per cent. Except the case 
the Pennsylvania, gross earnings per 
mile show little change under the new 
arrangement. 


Much Already Done 


HEN the proposed allocations 

are considered their relation 
mileage involved the task fitting 
the four systems together seems like 
colossal one. Upon closer analysis 
will found that great part 
the work has already been done. For 
instance, the nine lines apportioned 
the Baltimore Ohio, six, namely, 


Buffalo Susquehanna, Buffalo, 
Rochester Pittsburgh, Western 
Maryland, Chicago Alton, Reading 
and Central Railroad New Jersey, 
are already under the direct influence 
the Baltimore Ohio management 
bonds that have been made the last 
four years. Again, the case the 
Pennsylvania system, find the three 
roads assigned it, namely, Norfolk 
Western, Wabash, and Detroit, 
Toledo Ironton, already the pos- 
session Pennsylvania subsidiaries. 
Consequently, the only financial oper- 
ations large proportions involved 
‘in the consolidation are those having 
with the transfer the Lehigh 
Valley Railroad from Pennsylvania 
interests the Chesapeake Ohio- 
Nickel Plate system and the purchase 
additional stock the Delaware, 
Lackawanna Western the New 
York Central raise its present hold- 
ings from minority majority 
percentage. 


New Views Required 


SSUMING that the Interstate Com- 
merce Commission approves the 
four-party plan, must waive its ob- 
jections the ownership the West- 
Property Investment 
$3,333,223,000 


Operating Revenue 
$942,787,000 


2,487,589,546 706,376,458 
1,990,300,739 527,721,984 
1,970,976,938 483,565,946 


ern Maryland the Baltimore Ohio 
and the Wabash the 
both cases the pres- 
ent proprietors these independent 
lines had been notified that they must 
dispossess themselves the stocks 
these companies within prescribed 
period time. Sanction the plan 
would also remove the objection which 
has been made the inclusion the 
Norfolk Western the 
vania system. One the Interstate 
Commerce Commissioners the 1929 
plan consolidation took exception 
suggestions that the Norfolk West- 
ern should the Pennsylvania sys- 
Wabash-Seaboard Air Line fifth sys- 
tem and said “either the Clayton Act 
the Sherman Anti-Trust Act should 
used pry these two roads apart. 
They are, seems me, clearly com- 
petitive.” 

tion the Norfolk Western 
the Pennsylvania system, which 
now the largest owner its securi- 
ties, would materially strengthen the 
latter from every traffic and financial 
standpoint. The situation some- 


what analogous that the present 

relation between the Baltimore 

Ohio and the Reading except that 
(Continued page 709) 
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The Big Seed Grain Loan 


NORMAN WALL 


Senior Agricultural Economist, Division Agricultural Finance, 


Department Agriculture, Washington, 


Four Regional Loan Offices under Supervision Department 


Agriculture Will Receive Applications. 


County Committees 


Composed Bankers and Farmers Will Examine Condition and 
Prospects Each Borrower Before Making Recommendations. 


ITH fund $45,000,000 

appropriated Congress, 

Federal agencies are now 

engaged making ad- 
vances farmers regions affected 
last season’s serious drought. This 
opportune financial aid will mitigate 
the unfavorable credit situation which 
has developed many agricultural 
areas since last summer. Thousands 
farmers who could not obtain finan- 
cial assistance otherwise will en- 
abled produce crop 1931. 
Country bankers, particular, will 
welcome this emergency program be- 
cause will enable their communities 
make more rapid recovery from 


disastrous events the last sea- 


son. 


Areas Chiefly Affected 


emergency advances, usu- 

ally termed “seed grain loans,” 
will available area covering 
Roughly, the drought stricken area 
embraces region extending from the 
Chesapeake Bay central Texas. The 
states which serious drought dam- 
age occurred are follows: Pennsyl- 
vania, Maryland, Virginia, West 
Virginia, North Carolina, Ohio, 
Kentucky, Tennessee, Alabama, 
Mississippi, Illinois, Indiana, Mis- 
souri, Arkansas, Louisiana, Oklahoma, 
Texas, Wyoming, and Montana. The 
extent the crop damage was not 
equally severe all states, however, 
Arkansas and Kentucky having per- 
haps suffered the most severe loss. 
The accompanying map gives fairly 
accurate picture the geographical 
distribution the areas which 
there was extensive damage from the 
drought. The black area indicates the 
counties for which 
granted per cent reduction 
freight rates shipments feed- 
stuffs. These counties were designated 
the Secretary Agriculture 
eligible the basis the reported 
crop damage arising from the drought. 
During the period which this re- 
duction was force, September 


Not New 


MERGENCY seed loans 

farmers Congres- 
sional appropriation are not 
innovation Federal 
policy. The first one was 
voted March, 1921, and 
others 1922, 1924, 1927, 
1929 and 1930. The writer 
points out that there never 
has been fund large 
the one just created, be- 
cause previous emer- 
gency extended over such 
wide area. tells how the 
distribution the loans 
will remove some the 
strain from banks the 
affected districts. 


November more than 30,000 cars 
hay and feed were shipped into these 
areas material saving freight 
charges. 


Decline Net Demand Deposits 
Country Banks 


(November, 1929-November, 1930) 


& 


Illinois = 
Indiana = 


Texas 


SOC OH 


Credit facilities these regions 
have been severely strained re- 
sult the reduced flow income into 
agricultural communities. Due the 
reduced crop production and the low 
level farm commodity prices, net de- 
mand deposits held country banks 
many the drought states are 
lower than any period since 1921, 
and some cases, below the level 
that year. The following table shows 
the percentage decreases net de- 
mand deposits country banks be- 
tween November, 1929, and November, 
1930. The data from which these per- 
centages were compiled represent the 
net demand deposits member banks 
the Federal Reserve System, lo- 
cated places under 15,000 popula- 
tion. 


Lending Ability Curtailed 


HERE only portion the 

drought, Illinois and Wyoming, 
where the deposit figures are influ- 
enced the inclusion considerable 
industrial areas, West Virginia, 
the above figures fail indicate the 
full extent the decline the areas 
suffering from drought damage. 
clear, however, that the unfavorable 
returns from last year’s agricultural 
production have materially curtailed 
the ability these banks make the 
usual volume new loans during the 
current crop production season. The 
decline deposits the states Ar- 
kansas, Louisiana, Mississippi, and 
Oklahoma, has been particularly strik- 
ing. The reduction the level de- 
posits has been accentuated, many 
areas, numerous bank failures 
which have contributed the difficul- 
ties farmers securing adequate 
credit accommodation. 
Agricultural 


corporations, 


utilizing the facilities the Federal 
intermediate credit been 
organized many the states 
effort meet the demands for pro- 
duction credit. The volume credit 
which will obtainable through these 
organizations, however, will meet only 
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AREA WHICH FREIGHT RATE REDUCTIONS HAVE BEEN GRANTED 
DUE DROUTH CONDITIONS OCT.3,1930 


small part the credit required 
producing 1931 crops. 

view the adverse financial sit- 
uation confronting country banks 
the drought stricken areas, the loan- 
ing activities the Federal Govern- 
ment should prove extremely helpful 
improving banking conditions. The 
proceeds these “seed grain loans” 
will bring new funds into agricul- 
tural communities most oppor- 
tune time. this time the year, 
the seasonal trend for 
downward, disbursements are made 
the outside payment for fertil- 
izer, feed and food requirements. The 
failure deposits country banks 
the drought area make their 
usual seasonal rise last autumn pre- 
vented most bankers from building 
their customary secondary reserves 
correspondent balance commercial pa- 
per, and investments. With secondary 
reserves, less adequate than usual, the 
additional flow funds resulting from 
the Federal loans will materially lessen 
the strain meeting the deposit with- 
drawals which are expected dur- 
ing the crop production season. 


Should Speed Recovery 


UCH loans will have important 

bearing upon the ultimate eco- 
nomic recovery the drought sec- 
tions. Reports from these areas have 
indicated that large proportion 
farmers would unable effectively 
conduct their farming operations 
without some form outside credit 
assistance. enabling these individ- 
uals, whose basis credit has been 
temporarily impaired result 
last year’s unprecedented drought, 
conserve their farms producing 
units, the basis laid for produc- 
tion output approaching normal. 
the productive output these com- 
munities were curtailed severely 


through the failure receive this out- 
side credit assistance, the ultimate re- 
covery from the set-back 1930 would 
materially prolonged. 


Wide Powers 


administration the seed 

loan fund, the case previ- 
ous appropriations this character, 
has been placed the hands the 
Secretary Agriculture. Fairly broad 
discretionary powers are vested 
this official, indicated these main 
provisions the resolution: 


the Secretary Agriculture here- 
authorized for the crop 1931, make 
advances or loans to farmers in the drought 
and/or stricken areas the United States, 
where he shall find that an emergency for 
such assistance exists, for the purchase of 
seed suitable crops, fertilizer, feed for 
work stock, and/or fuel and oil for tractors, 
used for crop and when neces- 
sary, procure such seed, fertilizer, feed, 
and fuel and oil, and for such other purposes 
incident to crop production as may be pre- 
scribed by the Secretary of Agriculture and 
sell the same to such farmers. Such ad- 
vances, loans, or sales shall be made upon 
such terms and conditions and subject to 
such regulations as the Secretary of Agricul- 
ture shall prescribe, including agreement 
by each farmer to use the seed, fertilizer, 
feed for work stock, fuel and oil thus ob- 
tained him for crop production. first 
lien all crops growing planted 
and grown during the year 1931 shall, the 
discretion the Secretary Agriculture, 
deemed sufficient security for such loan, ad- 
vance, sale. All such loans, advances and 
sales shall made through such agencies 
the Secretary Agriculture may designate, 
and such amounts such agencies, with 
the approval the Secretary Agriculture 
may determine. For carrying out the pur- 
poses this resolution, including all ex- 
penses and charges incurred doing, 
there hereby authorized appropriated 
out of any money in the Treasury not other- 
wise appropriated, the sum $45,000,000.” 


For the purpose expediting the 
consideration loan applications, 
four regional loan offices have been 
established follows: 

Memphis, Tenn.—Serving the States 
Arkansas, Tennessee, Louisiana, 
Mississippi, and Alabama. 

St. Louis, Mo.—Serving the States 
Kentucky, Southern Illinois, and 
Indiana and limited areas Missouri, 
Kansas, Oklahoma, and Texas. 
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Grand Forks, D.—Serving the 
States Minnesota, North and South 
Dakota, Montana, Wyoming, and 
Washington. 

Washington, C.—Serving the 
States Virginia, Maryland, West 
Virginia, and limited areas Ohio, 
Central Michigan, northwestern North 
Carolina, and Georgia. 

All the activities the seed 
grain loan fund are under the super- 
vision Dr. Warburton, Direc- 
tor Extension. Dr. George Hoff- 
man charge the seed grain 
loan office the Department Ag- 
riculture, and will also supervise the 
office established Washington, 

making the loans the Department 
Agriculture relies upon the recom- 
mendation- county committees who 
pass upon each original loan applica- 
tion arising within their territory. 
These committees are usually made 
leading banker and two prominent 
farmers, appointed the department 
upon the advice the county agent 
representatives the extension ser- 
vice. They serve without pay. the 
county unusually large one, com- 
munity committees are appointed 
order secure accurate report 
upon the applicant’s requirements for 
loan. Upon the basis the local 
reports, the county committee makes 
its recommendation the regional 
field office. submitting the applica- 
tions the regional office, each local 
county committee makes report 
upon the applicant’s facilities for pro- 
ducing crop; his general reputation; 
his attitude toward using the funds 
effectively and repaying such ad- 
vances; whether not has basis 
for securing the desired supplies else- 
where upon commercial basis, and 
recommendation the amount 
loan that should granted. 


Collateral 


PPLICATION blanks and other 
forms are distributed through 
banks and other convenient agencies 
the designated loaning areas. Each 
applicant required fill these out 
full, task which the local bank- 
er, merchant other individual usu- 
ally cooperates. The applicant re- 
quired state the purposes for which 
the loan proceeds will used, and 
supply specific details his 
credit status, type information 
which does not differ greatly from 
the ordinary farmer’s financial state- 
ment. also executes note for the 
amount requested together with seed 
lien crop mortgage upon the land 
which operates, which lien serves 
the sole collateral security for the 
advance. 


(Continued page 706) 
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Loan Policy for Country Banks 


SCHWENKER 


Commissioner Banking, Wisconsin 


Essence Sound Policy Know Everything About Bor- 
rower—His Business and Background. Statement Exact Con- 
dition Should Required All Lines $500 More. Trend 
Toward Interest Daily Commercial Balances Unhealthy. 


the history American bank- 
ing have changes come quite 
rapidly they have the past 
decade. longer can isolation 
relied upon measure protec- 
tion, and the banker, large small, 
has been forced use new yardsticks 
upon which gauge his progress. 
seems only short time since the 
trade area bank was rather defi- 
nitely determined the condition 
roads, the normal means transpor- 
tation, and reasonable number 
banks. That, however, changed rapid- 
with hard roads, automobiles, and 
substantial increase the number 
banking institutions, and has com- 
pelled the rural banker realization 
that, now, country banking not 
essentially different from city bank- 
ing, and that costs and management 
problems require satisfactory solu- 
tion him well the city 
banker. 


Pioneers the Movement 


OAN policies and bank manage- 
ment, when they first began 
occupy the attention assemblies 
bankers, were regarded ideals 
which savored the impractical. 
Here and there throughout the coun- 
try, the more courageous boards and 
executives began put into practice 
departures from the stereotyped rou- 
tine and satisfied with them, and 
direct closer and closer scrutiny 
their business, and pass on, man- 
agement conferences, the results 
their innovations and altered view- 
points. 

First and foremost, have become 
convinced that liquidity and safety are 
the prime factors the management 
equation equal proportions. Also, 
that the depositor who entitled 
our first consideration rather than 
the borrower, and impressed 
anew with our responsibility the 
agent and guardian the public’s 
funds. 

The amount loans the note 
case, secured real estate mortgages, 
convince the laymen that 


Management 


break with routine 
and tradition 


matter management and 
loan administration rela- 
tively recent but has been 
carried far enough show 


important benefits bank- 
ing. The writer this 
article 
sharp, simple outline cer- 
tain helpful ideas based 
facts experience. 
“With active board 
writes, “and 
active loan committee, 
and intelligent and rea- 
sonable policy,” every bank 
should profitable. 


frozen assets are always mortgage 
loans. Such not the case. The well 
made first lien mortgage continues 
sound investment, but the aggre- 
gate amount has practical limit. 
Having average maturity three 
years, and using time deposits only 
available for this type loan, are 
convinced that not more than one- 
third them should loaned real 
estate security, and that initial 
loan should made any other than 
first lien, that the borrower’s equity 
should much the loan itself, 
and that definite amortization 
principal required. The National 
Banking Act, with its limit line fixed 
per cent capital and surplus, 
its first mortgage requirement, and 
the limitation the aggregate not 
more than quarter capital and 
surplus, half savings deposits, 
while very conservative, has, un- 
doubtedly, saved the national banker 
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from some our troubles, and could 
well adopted our banks. 

During recent years, there has 
been steadily increasing amount 
loans secured slow collateral, 
result the effort the bank- 
improve his character loans. 
There some danger developing 
abnormal volume this type 
loans, because represents class 
borrowers who seriously in- 
jured the forced sale the 
security, and might, farm sections, 
develop trouble the real estate loans. 
Local stocks collateral should 
taken sparingly, particularly the 
bank extending credit the cor- 
poration itself, and the limitation now 
fixed bank stock collateral, per 
cent the maximum held for all loans 
secured such stock, could also 
adopted bankers generally. The 
amount slow collateral loans that 
digestible the average bank 
measured approximately per 
cent the total case. These loans are 
usually apt endure long the 
banker will permit, and should 
liquidated installment basis, 
order that the concentration may not 
become static. 


Where Losses Occur 


one and two-name paper with- 

out tangible collateral the source 
most our worries losses. 
The actual experience Wisconsin 
banks that have been losing six 
more dollars loans this class 
every one dollar lose even the 
much-abused real estate mortgage 
loan. 1928, our loss real estate 
mortgage loans and other real estate 
was $250,000, while the character loan 
losses were about $2,000,000. 1929, 
the ratio was one six, and yet, many 
not realize that effective work 
loan administration begins here. One 
dollar every seven loaned 
borrower who has connection with 
the bank other than his loan, and, 
hence, compensating balances. One 
dollar out every nine loaned 
depositor whose deposit balance 

(Continued 702) 
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Self Deception 


OHN ROCKEFELLER was once asked friend 
was possible for him state single sen- 
tence the key the extraordinary success the 
Standard Oil Company under his leadership. The 
sage Pocantico paused swing imaginary 
golf ball. After full minute replied, “We never 
deceived ourselves.” 

difficult enough for individuals follow this 
precept. The hope that nations might follow 
utterly fantastic. Nevertheless, there are times when 
ardently wish that this might possible, particu- 
larly after the country has been swept some new 
nostrum and yielded semi-valid doctrine that has 
suddenly assumed the importance and sanctity 
immutable law. 

Such distinctly the case our attitude toward 
wages. Some enthusiasts have peddled the philosophy 
that prosperity and economic weal depend upon the 
maintenance high wage levels. The attitude 
certainly welcome change from the days when the 
employer the first breath depression slashed his 
workers’ pay and then looked about for other means 
effecting economies. 

Today are controlled two-fold deception. 
the first place have abdicated open mind 
the subject. the second have assumed that any 
reduction the pay envelope necessarily reduc- 
tion pay. means settled and final 
truth that high wages cause prosperity. pos- 
sible that the reverse true. Again wages have 
significance the worker only insofar they may 
translated into the goods and services which con- 
stitute the material bulwarks his standard liv- 
ing. His real wages are the things can buy. His 
nominal wages are the contents his pay envelope. 
the worker’s dollar buys more today than did 
year ago, then, obviously, his real wages have in- 
creased. This precisely what has happened and the 
worker demanding that his income held inviolate 
increased reality demanding higher wages. 
The dollar contents the average worker’s pay en- 
velope could shrink ten fifteen per cent and still 
leave him much real terms had year ago. 


Harvard and the Business Cycle 


HILE the subject self-deception might 
turn that clairvoyant field economics and 
statistics known business forecasting. irate 
alumnus Harvard the writer letter 
The Harvard Alumni Bulletin which accuses the 
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University responsibility for the stock market crash 
and the business. Says this writer: 

“In weighing the causes the great stock market 
crash Harvard University must receive its full share 
the blame. look back over the bulletins 
the Harvard Economic Society, sent out every week 
Harvard economists, realize very forcibly how 
wrong they have been during the last two years.” 

serious this situation that the university 
issued special statement, not defence its 
economists, but repudiate any supposed relation- 
ship between the Harvard Economic Society and Har- 
vard University. Says the latter effect, “We 
not know this person.” 

year ago meeeting the American Statis- 
tical Association Washington one the speakers 
presented analysis the accuracy selected list 
statistical forecasting agencies predicting the 
stock crash. The verdict the speaker, himself 
forecaster, gave the profession coefficient ac- 
curacy approximately per cent. 

Recently banker whose attitude may have been 
less sympathetic looked the predictions made 
thirty prophets the beginning 1930. Two were 
right, four partly right, eight were non-committal and 
sixteen were dead wrong. not barely possible 
that the stupendous complexity modern life defies 
penetration for purposes prophecy? 


The Guiding Hand the State 


HERE perfect host innocent souls who 

believe that economics body scientific rules 
which ascertainable causes precede predictable 
effects. the initiate this field knowledge 
open book with the aid whose precepts they may 
guide themselves and the nation through all the mazes 
industrial adversity and economic excesses. This 
faith the bottom all the proposals have the 
government “do something about it.” 

Among the many infallible remedies which are now 
assailing the attention Congress one cognate 
group which sounds strangely familiar bankers. 
They deal with the monetary origin depressions and 
lend themselves peculiarly adoption the state. 
field economics are the phenomena be- 
havior well understood the field money 
and credit. other area social knowledge 
find the spurious claim meretricious science 
urged with greater persistence than those matters 
dealing with banking organization, currency and 
credit. The academicians cannot acquitted con- 
ceit the finality their knowledge and the efficacy 
the remedies which they freely urge. 
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Stabilization prices again being advanced 
legitimate purpose government. The proposal 
pregnant with infinite mischief. Here again the 
idealists are deceiving themselves, yet there always 
the danger time such the present that their 
infectious enthusiasm may communicate itself those 
power and override the objections the realists. 

Their deception compounded three elements. 
the first place they assume that stable level 
prices desirable and that will check the eccen- 
tricities the business cycle. the second place 
they take for granted the possibility stabilization 
basing puerile faith the scientific character 
monetary knowledge. the third place they be- 
lieve that government agency can operate dis- 
interested field economics free from the corrosion 
politics. 

wonderful able remain eternally young. 


More Credit—the Most Popular 


very unusual analysis the cause the present 

condition business, delivered before the Sales- 
manship Club Dallas, Melvin Traylor, president 
the First National Bank Chicago, discussed the 
various factors which produced the depression, in- 
cluding among them installment buying. install- 
ment buying were practised all the people for five 
years, “with each year’s purchases anticipating the 
normal buying power two years,” then five years 
the total normal buying power from income would 
substantially exhausted. 


“Almost for the first time, not for the first time our 
history,” he continued, ‘“‘we had the phenomenon of increasing 
demand without increasing commodity prices. This was pos- 
sible, think, because first all started with unnaturally 
high price levels and were able meet the increasing demand 
the productive side because the increased efficiency 
mechanized industry. One element this operation was de- 
creasing per-unit profit, but increasing total profit due in- 
creasing the number units handled. This led increasing 
return on corporate equity stocks, the market prices of which 
began rapid ascendancy. 

“As the speculative mania spread, another factor entered 
the purchasing side—the speculative profits taken out the 
stock market and used for the satisfaction limitless human 
desires. If it had not been for this factor, an already over- 
stimulated demand created installment purchasing would 
have collapsed much earlier than it did. As the wheel within 
a wheel revolved ever faster and faster, the demand for credit 
for installment buying and stock market speculation made con- 
stantly heavier and heavier demands upon our own credit 
structure, and the credit structure the world. Finally, 
1929 had absorbed not only the available liquid resources 
our own credit market, but were using approximately three 
billion dollars the liquid credit the rest the world. The 
end had come and the inevitable crash should not have 
taken any one unawares. 

“Are richer today than before started, When the bill 
finally paid, will have paid too much for our prosperity, 
and will we have learned any lessons from our experience? 

“Whether or not any one may agree with this analysis, there 
will disagreement about the penalities suffer the 
moment. Bankruptcies, bread lines, soup kitchens and flop 
houses are realities. Wrecked and dissipated fortunes, silent 
factories, suicides and are realities. What are go- 
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ing about it? These actualities the situation are little 
less disastrous and much less dangerous their effect our 
future than are the multitude of remedies and preventive cure- 
alls that are being suggested and are likely to be applied. In 
spite what seem the patent facts the 
causes, the most appealing suggestions for remedies seem 
ignore these very obvious causes and would embark the 
old course again, for these remedies involve 
with the old disease—the use more credit. 

“Much optimism engendered the suggestion that 
billion and half dollars are spent this year public 
improvements. believe public improvements believe 
in progress in every sound direction. But the country staggers 
today under a burden of debt and taxes that it sustains only 
with the utmost difficulty; and that the situation can be cured 
by the further use of credit for objects which in themselves are 
not only non-productive but are a constant charge to maintain, 
and which are not directly essential to the health or welfare of 
the community whole, seems utterly impossible. 

“Actually, far these expenditures apply for public build- 
ings occupied the government, know that govern- 
ment activities are comfortably housed present. the ex- 
tent that the improvements depopulate now rented private 
property which contributing its share taxes the main- 
tenance government, actual income and existing values will 
be destroyed, non-taxable property will be created, and real 
economic depreciation will result. So far as these expenditures 
apply to other public improvements, little justification exists save 
the temporary employment of a relatively limited number of 
workers. Relief from owing too much money does not lie in 
borrowing more.” 


Wherein Mr. Traylor clearly presents what many 
man has but vaguely felt that some the remedies 
with which proposed cure the business de- 


pression may not real helps, but instead adding 
the obstacles the way business. 


Free Service with Emphasis 


difficult uproot practice that has grown 

with the people. 

Recognition that fact has been responsible for the 
hesitancy the part many bankers away with 
certain free services, performed loss and for 
which the average customer has gratitude but 
instead avails himself something the nature 
natural requisite. Equal recognition the fact 
that poor business and poor banking render 
services loss has emboldened many another banker 
make reforms which have added considerably the 
profits his institution. 

The great weakness those free service features 
banking which have been under fire during the last 
few years that they have been constant, and the 
daily drain has been out all proportion the daily 
profit and, small from the customers’ side, value 
has been placed upon them. The growth that kind 
free service might well stopped, whereas free 
service that would asked for perhaps once 
decade, and which when rendered would make 
emphatic appeal the recipient business builder 
not likely grow into abuse. 

What form such service may take suggested 
article this issue the JOURNAL George 
Lehmann the Liberty Bank Buffalo. 


“4, 

a 

¥ 
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Bank’s Broad Field Public 


Service 


GEORGE LEHMANN 


Manager, Business Service Department, Liberty Bank Buffalo, 


Department Devoted Exclusively Serving Customers and 
Non-Customers Variety Ways Reacts Directly and In- 
directly Bank’s Benefit. Business Men and Public Gen- 
eral Turn Naturally Financial Institutions for Counsel. 


bank merger New York City, 

the head nationally known 
bank advertising agency asked the 
president the newly merged bank 
what considered the most impor- 
tant problem immediately confronting 
him. 

There was rather long pause. The 
advertising man waited eagerly 
hear something having with 
gigantic industrial enterprise, prob- 
lem international finance even 
the further merging big financial 
interests. Then came the answer: 

“Providing service that will culti- 
vate good-will among citizens gener- 
ally and which, possible, not 
available any other bank.” 


Something Worth While 


answer the threatening 
deluge questions the banker 
added: 

“Our bank billion dollar insti- 
tution. There will others. Yet not 
one them will able give any 
more than routine banking service 
such can had from any bank 
equal even smaller size. can 
provide service, something that may 
entirely outside banking proper, 
but which will have value for all busi- 
ness people, whether depositors not, 
problem will solved. course, 
other bank could give similar 
service, would ideal, but that’s 
asking too much.” 

matter fact this bank presi- 
dent was voicing desire that 
doubt has been the heart some 
time other every bank executive 
this country. The day went 
long ago when the banker could sit 
his office and expect business come 
him, feeling sure that would get 
his proportion what was available 
his community without any partic- 
ular exertion his own part. 

way, this old attitude was not 
only natural, but still persists 


OME time ago, dinner 
celebration outstanding 


Modern Way 


line with the current 

tendency industry and 
commerce look beyond 
immediate profits and build 
the broad basis pub- 
lic service, this article sug- 
gests the value busi- 
ness service department 
bank. The aim such 
department, the 
writer, .should co- 
operate every possible 
way with local enterprises, 
whether they are custom- 
ers not. Good-will, 
writes, thereby created 
for the bank, the city 
benefited, new customers 
are attracted and old ones 
held. 


certain extent. due, doubt, 
the recognized fact that the banking 
business not and cannot competi- 
tive the sense that industrial estab- 
lishments compete with each other. 
Legislation, ethical considerations and 
even rules and regulations their 
own adoption tend restrict opera- 
tions banks along competitive lines. 

fact that bank depositors, 
especially the progressive ones, are 
regarding their banks more and more 
sources possible assistance all 
sorts problems having with 
matters entirely foreign banking 
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proper. doubt, this attitude the 
natural outgrowth past experiences 
where industrial heads consulted their 
bankers financial matters concern- 
ing plant, equipment, production and 
sales problems. 


All Part Banking 


the banker could such rou- 

tine industrial activities, why not 
the matter having switch in- 
stalled, the making sales contact, 
representation before the city council 
ordinance affecting industry, 
any one many other things that 
not involve credit, but which present 
themselves now and then all sorts 
business and industrial activities 
something wholly new unusual 
the business and, therefore, out 
the ordinary problem solved? 

part, that the activities our service 
department are directed. The char- 
acter the requests may best in- 
dicated outlining few the de- 
partment’s activities follows: 

Assisted locating out-of-town in- 
dustries Buffalo, finding new loca- 
tions for Buffalo plants and putting 
worthy industrial enterprises touch 
with capital. 

Obtained confidential information 
from other cities instances where 
information was desired from sources 
other than banks rating exchanges. 

Furnished manufacturers with in- 
formation and statistical data regard- 
ing Buffalo for local selling cam- 
paigns. 

Furnished information require- 
ments for doing business Canada, 
including Dominion customs require- 
ments. 

Suggested competent appraisers for 
industrial enterprises, realty and ma- 
chinery. 

Outlined plans for testing out mar- 
kets for certain lines manufactured 
products. 

Advised proper use direct 

(Continued page 705) 
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STEEL SOON BEARS RIPE PROFITS 


are steel! Every 
one knows that now. Knows, too, that 
the higher spires and more daring spans 
come must steel. greater signifi- 
cance growing recognition this 
fact: The humble building 
scraper’s base, the bridge 
astride rural stream, ready sooner, 
serves better and lasts longer when this 
matchless metal used. 

For steel brings the same speed and 
economy construction, the same pre- 
determined strength and security 
homes, schools, and small well 
large apartment and mercantile houses, 
factories and bridges. comes 
building site ready into place. 
Heat cold, rain snow cannot affect 
it. permanent, fire-resistive, cannot 
shrink. may quickly erected wher- 
ever and whenever men can work. 

Before building anything, find out 
what steel can for you. The Institute 
serves clearing house for technical 
and economic information steel con- 
struction, and offers full and free co-oper- 
ation the use such data architects, 
engineers and all others interested. 


The co-operative non-profit service organization the 

structural steel industry North America. Through its 

extensive test and research program, the Institute aims 

establish the full facts regarding steel relation 

every type construction. The Institute’s many pub- 

lications, covering every phase steel construction, are 

available request. Please address all inquiries 200 

Madison Avenue, New York City.—In Canada, 710 

Bank Hamilton Bldg., Toronto, Ontario. District offices 

New York, Worcester, Philadelphia, Birmingham, “MUNICIPAL CENTER FOR CITY MEDIUM SIZE.” ENLARGEMENT THIS 

Cleveland, Chicago, Milwaukee, St. Louis, Topeka, DESIGN HUGH FERRISS, SPECIAL STOCK FOR FRAMING, WILL MAILED 
Dallas, San Francisco and Toronto. WITHOUT CHARGE ANY ARCHITECT, ENGINEER BUSINESS EXECUTIVE. 


AMERICAN INSTITUTE STEEL CONSTRUCTION 


When writing advertisers please mention the American Bankers Association Journal 
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STABILITY DEPOSITS 
Factor Bank Investing 


Bank 


TIME 

its total deposits. Bank B’s time deposits 


the other hand, amount only per cent Average for State Banks State 
the Both figures contrast with average TIME DEPOSITS 
per cent time deposits among several 61% 39% 
hundred state banks the state where they are 


located. 


TIME DEPOSITS 
83% 


LTHOUGH generalization should never take the place investi- 
gation into each situation, the presumption here that the 
deposits Bank would more stable than those Bank 
The nature and history bank’s deposits, any case,’are 
factor which should receive careful consideration working 
out sound investment policy for each institution. 

This just another point which Halsey, Stuart Co. takes 
into account planning investment programs for its clients— 


that available any interested bank. Additional 


suggestions along these lines will found our folder, 
Sound Investment Practice for the Commercial Bank, copy which 
will sent you upon request. 
HALSEY, STUART CO. 
INCORPORATED 
CHICAGO, 201 South Salle Street NEW YORK, Street 
AND OTHER PRINCIPAL CITIES 
THE PROGRAM Every Wednesday evening thousands Eastern Time 
Old Counsellor the Halsey, Stuart Co. pro- 
THAN gram. Broadcast over Coast Coast chain 7P. M.Mountain Fime 
ENTERTAIN stations associated with National Broadcasting Co. Pacific Time 
When writing advertisers please mention the American Bankers Association Journal 
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Unemployment Insurance— 


Then What? 


CLOYD GILL 


System Unemployment Insurance England, Germany and 
Other Countries, Has Moved Far Beyond Its Original Purpose. 
Tends Put Nation Politically Under Control Persons Who 
Prefer Not Work. Analogy Exists Fate Ancient Rome. 


CYCLE business depression 
not new either this coun- 
try, the present gen- 
eration. Twenty years ago, 

statesmen saw the possibility 
period general unemployment. 
had been, varying degrees, plaguing 
nations for Great Britain 
took the lead, 1911, and enacted 
form unemployment insurance cov- 
ering workers five industries. The 
basic idea was that the employer, 
the employee and the state contrib- 
uted, during fat years, general 
fund, could drawn lean 
years pay workers periods 
enforced unemployment. one an- 
ticipated payments the dole 
workers making contribution. 
Subsequently, eighteen other na- 
tions passed laws providing unemploy- 
ment insurance subsidies. These 
systems today cover about 50,000,000 
workers; they are being constantly 
modified; most them have long 
since ceased actuarially sound. 
The countries where such laws are 
force are: Austria, Belgium, Bulgaria, 
Czechoslovakia, Denmark, Finland, 
France, Germany, Great Britain, Irish 
Free State, Italy, Luxemburg, Nether- 
lands, Norway, Poland, Queensland, 
Russia, Spain and Switzerland. 


Now Urged Here 


some months there has been 

insistent demand that compulsory 
unemployment insurance legislated 
the United States, either Con- 
gress the state legislatures, 
both. contention has been that this 
the only important country the 
world without it, but are 
draw any conclusions worth while 
from the experience other nations, 
one thing certain—unemployment 
insurance not effective agency 
for preventing curing condition 
unemployment. 

Workers not make jobs; indus- 
try_does. The present problem has 
taught industry lesson and industry 
not side-stepping it. Fourteen cor- 


Frankenstein 
fact 


emerges 


prominently from the 
maze conflicting opin- 


ions concerning the general 
project unemployment 
insurance; That the dole, 
once launched, for senti- 
mental political reasons, 
hard stop this side 
national Any 
government, says the writer 
this article, which lets 
such system become 
part its economy, “runs 
fearful risk.” be- 
lieves that American indus- 
try has always solved its 
own best and 
urges that allowed 


find remedy for unem- 
ployment. 


porations already are testing plans 
within their own limits. These cover 
about 110,000 workers. The National 
Association Manufacturers has for 
some time been making study all 
existing schemes and has urged its 
members consider whatever plans 


seem fit their particular ac- 


tivity. 

Only two nations can used with 
any degree satisfaction study 
that would condi- 
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tions the United States. 
Germany and Great Britain. Con- 
sider first, the German system. Be- 
cause her war debts, her internal 
problems and abnormal economic cir- 
cumstances, not comparable those 
other nations, even the German 
plan offers little basis for dis- 
cussion. 

Germany began experimenting with 
unemployment insurance 1919. 
The was enacted 1927. Em- 
ployers and workers originally made 
equal contributions—being per 
cent wages. There has recently 
been increase the assessment. 
The government, through loans, pays 
the deficit, any. 1928, the num- 
ber contributors the German 
insurance fund was 2,000,000 less 
than the total number entitled com- 
pensation. 1929 there was in- 
crease 800,000 the number re- 
ceiving sick benefits and 600,000 
the number receiving unemployment 
benefits, with increase only 
100,000 the number persons con- 
tributing the fund. 


They are 


Cumbersome Burden 


BVIOUSLY, the German Govern- 
ment, effort meet defi- 
cits, has been 
loans, thereby her financial 
difficulties. Berlin, one-tenth 
the population, more than 400,000 


are unemployed. The unemployed 
the nation number 4,000,000. 
Recently, Hermann Dietrich, finance 
minister, has reached the conclusion 
some economists—that Germany’s 
vast unemployment dole should di- 
verted from the pockets idle work- 
ers the payrolls industry. The 
government now paying out the 
dole the rate $750,000,000 an- 
nually. advocating this radical 
course, the finance minister declared 
that the chief danger the present 
situation “is the crushing inde- 
pendent business enterprise, the in- 
ventiveness and daring which the 
whole capitalistic system depends.” 
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Insurance 
Act 1911,” the beginning, in- 
both health and unemployment 
insurance. was superseded 1924 
the “National Health Insurance 
Act” and 1926, the “Employ- 
ment Insurance Act and the Widows, 
Orphans and Old Age Pensions Acts.” 

1929, “the Health Insurance 
Act,” with modifications include 
many persons not originally entitled 
benefits appeared the “Statutes, 
Regulations and Orders Relating 
National Health 
inally, applied 1,200,000 workers. 
its present form, after twenty 
modifications ten years, covers 
17,000,000 workers out 
population 42,000,000. 


How Works Out 


NDER the present scheme, the 

worker contributes fourteen cents 
week, the employer sixteen cents 
and the government pays one-third. 
least, reads the law. Under 
the guise relieving destitution, 
preserve the national character the 
people, vast sums are being paid 
beneficiaries who make contribu- 
tion the insurance fund. 

The dole generally $4.25 week 
for adult sixty-five years 
age. gets $2.25 for his wife and 
fifty cents for each child. union 
man, also gets union benefits. 
woman gets slightly less. Minors also 
draw less, usually about $2.50 $3.50 
week. Many boys draw the dole 


-and live home; odd-job workers 


make few dollars that manner 
and also draw the dole. The street 
beggars—a multitude them—ask 
and receive the dole. Fraud, being 
difficult detect, and expensive, 
rarely prosecuted. Ways and means 
profiting the dole, without being 
apprehended and punished, are popu- 
lar subject discussion among those 
who practice it. Originally, bene- 
ficiaries the dole could not vote, nor 
were benefits paid families whose 
head was strike. Both these re- 
strictions have been removed. 
Agriculture, which all nations 
has served sort shock absorber 
during periods industrial unrest, 
has reacted unemployment insur- 
ance. dull seasons, farm workers 
remove the cities draw the dole 
which they are entitled whatever 
odd jobs they pick not utilize 
all their time. Technically, this leg- 
islation does not include farm workers. 
Recently, when Great Britain’s un- 
employment scheme reached basis 
$400,000,000 annual outlay, agitation 
was begun force the 95,000 super- 
taxpayers bear the burden. One 
popular proposal the annual trans- 
fer 250,000,000 pounds idle bank 


deposits means children’s allow- 
ances, increased employment benefits, 
improved widows’ pensions and larger 
and earlier old age pensions. 


Aimed Wealth 


LONG the same line, group 
socialists the 
United States are advocating 
income approximately $500,- 
000,000 annually subsidize system 
schemes. This group points the 
fact that 1928, the United States, 
15,780 persons had incomes excess 
$100,000; they had total income 
$4,903,000,000 and paid income 


aggregating $700,000,000, which 


was about per cent. raise this 
figure per cent would produce 
$500,000,000 for insurance plans. Ad- 
vocates the idea claim this 
move toward reducing the in- 
equality distribution wealth 
this country. 

After detailing how unemployment 
insurance Great Britain has de- 
generated into pure dole, the London 
Spectator, Dec. 1930, says one 
its by-products: 


“Worse than that, there have grown up in 
some industries plans which, if not immoral, 
were at all events never conceived of as 
legal by the framers of the act. Alternate 
periods of unemployment and_ rest are 
planned employers and employes; the 
wage-earners lose one-half on wages earned 
in part-time work and one-half on unemployed 
benefits. Another device pooling among 
the workers themselves wages for part- 
time work and unemployed 


Prefer Dole Work 


URING December, 
70,000 married 
added the register receive the 
dole, the annual cost $12,000,000. 
Because the ease with which they 
can. draw the that 
many freely admit in- 
Still another by-product unem- 
ployment insurance revealed the 
London Economist December, 1930: 


“Tax burdens industry have already ap- 
proached, if they have not reached the limit 
of economic advisability. A general increase 
taxation the next budget might, the 
present temper and circumstances of indus- 
try, produce serious effects in the direction 
of restraining enterprise, and hampering the 
restoration of better trade and ampler em- 
ployment.” 

Other by-products the dole are: 

Individuals are 
from two five funds, the total being 
greater than they would receive 
regularly employed; 
drawing the dole, are getting married, 
the income regular jobs. 

disease. For cer- 
tain benefits, man must prove 
Thousands persons have 


squandered their savings alcohol, 
motion pictures and betting qualify 
for state benefits. 

After time, recipient the dole 
wears his face the badge his 
disgrace. They can picked out, 
easily, crowd. They are described 
having the dole taint, the panel 
taint the labor exchange taint— 
but what it, they ask, their neigh- 
bors and millions British subjects 
are drawing the same fund? 
great manufacturer England re- 
cently declared, the annual conven- 
tion the National Union Manu- 
facturers: 


“The present scheme has a most demoral- 
izing effect on our young people—the next 
generation are being brought up and en- 
couraged by this system not to work. In 
other words, are present putting 
premium 


Nation Ruled Idle 


SIGNIFICANT 

that may warning the 
United States—was made the De- 
cember issue the Nineteenth Cen- 
tury Magazine, London, connec- 
tion with unemployment 
was: 


“The non-workers, with the vote, now con- 
trol England.”’ 


word, the government and in- 
dustry England are being main- 
tained for the recipients the dole. 
there any guarantee that the 
course time such condition would 
not follow the enactment unemploy- 
ment insurance this nation? Far- 
seeing British statesmen and indus- 
trialists are pleading with the govern- 
ment remember the experience 
Athens and Rome—how they fell be- 
cause the dole! 

Rome, one time, had well-de- 
legal and economic system; 
empire nation had been 
stronger. The Roman warrior excelled 
the military material any other na- 
tion. Historians agree, that, among 
the undeniable causes the debase- 
ment the Roman citizenry 
rabble, the easing their anxieties 
the cost their food has been 
accounted the most pernicious all. 

The Roman regarded the dole 
proper dividend because held one 
share stock the commonwealth. 
felt sensation shame tak- 
ing the dole—he took pride his 
heritage. was taught glory 
the fact that was, large extent, 
parasite. Any modern government, 
say students Rome’s downfall, 
which lets dole system become 
permanent part its economy, runs 
fearful risk with the example 
Rome patent before it. 

the dole could limited the 


tible effect the economic structure 
(Continued page 727) 
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The Demand 
for 


characterizes business and finance, and 
the fullest use facts expedites decisions and speeds 
the transaction business. 


Central Trust Company with its world- 
wide sources and contacts, meets this demand through 
its Research, Credit, Library, General Information and 
other fact-collecting departments, constantly kept 
up-to-date and complete. 


These fact-finding sources are yours use freely just 
this were your own Chicago office. 


CENTRAL [RUST 


COMPANY ILLINOIS 
208 South Salle Street 
CHICAGO 


When writing advertisers please mention the American Bankers Association Journal 


—— 
CENTRAL Group 
Securities 
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your Costs Using Base 
Philadelphia 


manufacturing 
warehousing 
selling 


servicing 


Enterprises which desire share 
the billions spent the populous 
Eastern area can coming 


Philadelphia. 


This Association will supply 


showing the superior advantages 
Philadelphia. 


General reports “Labor,” 
“Power,” “Transportation,” 
tribution and Produc- 
tion” and “The 


Philadelphia” are in- 
stantly available. 


Specific data applying 
your individual prob- 


lem ared Use your business letterhead 
addressing Department 


PHIL 


Business 


When writing advertisers please mention the American Bankers Association Journal 
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Gold Seeks Its Own Level 


The South African Reserve Bank, Pretoria, Union South Africa 


More Equal Distribution Monetary Metal Among Nations 
Should Sought Only Natural Economic Means. 


Any 


Effort Apply Artificial Stimulants the Flow Gold from 
the United States 


connection with the recent dis- 
cussions concerning the probabil- 
ity scarcity gold for 
monetary and banking purposes, 
deal has been said about the in- 
equitable and unsatisfactory distribu- 
tion the world’s stocks monetary 
gold: The United States and France, 
particular, have been represented 
having the vaults their banks 
gold considerably excess their 
normal and legitimate requirements. 
The former alone appears hold over 
per cent the world’s monetary 
gold. The Argentine Republic has 
also been referred times hold- 
ing unduly large gold reserves. With 
regard the remaining countries, 
they are reported having either 
just sufficient gold for their needs 
too little. 


United States Uses Its Gold 


for the United States, the total 
gold stock considered rela- 

tion the currency and deposit liabili- 
ties all the banks the country, 
found somewhat less than per 
cent. also true that the reserve 
ratio the Federal Reserve System 


approximately per cent present 
and averaged cent even dur- 
ing the unusual two-year period 1928- 
29. The foregoing percentages show 
not only that tremendous volume 
bank credit has been based upon the 
gold reserves the United States, 
fact much more than thought 
many who are accustomed looking 
merely the ratio the Federal 
Reserve System, but also that spite 
this there considerable reserve 
capacity available for meeting still 
further demands for credit. other 
words, they demonstrate the efficiency 
and elasticity the present banking 
system the United States. Thus, 
while the United States cannot rea- 
sonably said have such enor- 
mous excess gold reserves 
represented the case several 
writers, appears nevertheless 
correct say that the gold stock 
the United States substantially 
excess its needs, even after allow- 
ing for safe working margin. 


Hard 


world’s supply 
gold would adequate, 
according widely cur- 


rent view, were spread 
more evenly instead be- 


ing scattered lumps. 
The United States, for in- 
stance, and France well, 
are said have more than 
they need and are being 
urged unlock the vaults 
and share it. Maldistribu- 
tion, writes Mr. Kock, 
easier describe than 
remedy. Gold must flow 
naturally and any plan that 
forces against the eco- 
nomic current sets 
abnormal condition. 


There also seems little doubt 
that France’s present gold reserve 
considerably more than necessary 
and safe under modern banking con- 
The gold stock France 
constitutes over per cent the 
total currency and deposit liabilities 
its banks, compared with somewhat 
less than per cent the United 
States and almost per cent Great 
Britain and Canada, while the reserve 
ratio the Bank France now 
well over per cent. 

regards the Argentine, there 
was relatively high gold reserve 
the middle 1928 after heavy im- 
ports gold during the previous 
twelve months, namely, almost per 
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and France Fraught with Danger. 


cent the currency and deposit lia- 
bilities all the banks together, but 
since that time large amounts gold 
have been shipped from the Argentine 
owing unfavorable balance 
payments caused the great drop 
the prices wheat, wool and corn, 
the principal exports that country. 
present the gold stock the Ar- 
gentine represents about per cent 
its currency and deposit liabilities, 
and under the conditions prevailing 
that country this can hardly held 
reflect the existence excessive 
gold reserve. 


Mistaken Criticism 


OWEVER, while may ad- 

mitted that the United States 
and France have gold stocks substan- 
tially excess their real banking 
and monetary requirements and that 
several countries are severely handi- 
capped unduly small gold reserves, 
this quite different thing from 
asserting implying, various men 
have recently done, that those two 
countries should take special steps 
dispose their surplus gold the 
countries which need most. 
some quarters the mere possession 
acquisition large gold reserves 
the United States and France seems 

The United States came into posses- 
sion the greater part its present 
huge stock gold during the war 
and post-war periods, not -because 
was particularly desirous acquiring 
all that gold because followed 
policy designed especially attract 
gold from other countries, but prima- 
rily because the existence wholly 
abnormal conditions Europe well 
certain other parts the world 
and the maintenance the gold 
standard some form another 
the United States throughout those 
periods. 

France, the other hand, acquired 
the bulk its existing gold reserve 
only during the past three years. 
This was brought about principally 
through the repatriation part 
the large French balances abroad, 
particularly London. These French 
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balances may regarded the prod- 
uct largely artificial conditions and 
the outcome the peculiar circum- 
stances which the French currency 
was stabilized, the franc having been 
stabilized facto 1925 and jure 
1928 level which was lower 
than the true internal value pur- 
chasing power thereof the time. 
France may criticised for having 
stabilized her currency such low 
level, but the point considered 
now why, after the legal stabiliza- 
tion the franc was effected 1928 
and large amount gold was im- 
ported that year sufficient main- 
tain the gold standard, further con- 
siderable amounts were withdrawn 
from London and New York 1929 
and 1930. 


France’s Situation Unique 


some circles the large imports 

gold into France have been inter- 
preted part plan establish 
Paris important international 
financial center, but while this may 
have been one the forces behind 
the movement, the principal factors 
seem have been the expansion 
the currency requirements France 
and the peculiar banking system 
that country. Like most other coun- 
tries France experienced great ex- 
pansion business activity 1928 
and 1929, and unlike them she has 
succeeded maintaining compara- 
tively high rate activity and em- 
ployment. While the general index 
France, has been mainly im- 
ported commodities. The currency 
requirements France have expanded 
more less accordance with the 
increase trade and industry and 
now represent enormous figure, 
view the fact that France the 
use checks deposit credit has not 
made nearly much progress 
the United States and the principal 
countries the British Empire. The 
practice hoarding money France 
times prosperity must also 
regarded one the factors ac- 
counting for the increase the note 
issue France. 

1929 and 1930 the commercial 
banks France could doubt have 
met all the increased demands for 
currency rediscounting paper with 
the Bank France, the central in- 
stitution, the same manner the 
banks this country resort bor- 
rowing from the Federal reserve bank 
their district whenever their sup- 
plies currency are inadequate. 
They preferred, however, withdraw 
part balances abroad the 
form gold and present such gold 
the Bank France return for 
currency. must borne mind 


that normally the banks France are 
not accustomed inclined borrow 
from the central bank readily and 
regularly they the United 
States and some other countries, and 
the circumstances under considera- 
tion they naturally decided repatri- 
ate some their balances abroad. 
With the unusually low rates for ac- 
ceptances and call loans London and 
New York during the past year, 
even paid them import gold for 
currency purposes rather than re-dis- 
count with the Bank France. 


French Balances Still Big 


influx gold into France 

1929 and 1930 is, however, not 
attributed entirely the repatria- 
tion foreign balances acquired 
connection with the stabilization 
the franc, since these balances abroad 
have not been reduced the total 
amount gold imported into France, 
and the franc has several oc- 
casions been quoted above the 
export point both London and New 
York. This shows that France must 
have had favorable balance pay- 
ments even after the legal stabiliza- 
tion the franc and that some the 
imported gold any rate was gold 
shipped France with view 
liquidation such balance. 

has been said that the inter- 
ests the most economic use 
monetary gold the French banking 
community should co-operate with the 
rest the banking world and refrain 
from withdrawing any their bal- 
ances abroad the form gold. For 
the present and the near future this 
could probably arranged without 
great difficulty, since France appears 
have quite sufficient gold for its 
currency requirements even under the 
existing wasteful and cumbersome 
method, but another great wave 
business expansion were follow 
this one the French banking system 
and customs would have mate- 
rially changed order avoid 
similar influx gold; and such 
changes cannot brought about 
merely with the stroke the pen. 
long the French banks have 
such large foreign balances and cur- 
rency continues play such im- 
portant part relative deposit credit, 
there will constant danger 
gold movements France. 


Causes Price Inflation 


HERE one factor, however, 


which may expected exert 
its influence without negotiation and 
probably with more prompt effects 
than attempt change the bank- 
ing methods and customs France. 
the strong tendency large 
influx gold produce inflation 


prices, whether commodities, se- 
curities real estate. There seems 
little doubt that this has been 
going France. The French 
wholesale price index, which rose sub- 
stantially between the last quarter 
1927 and the first quarter 1929, 
dropped considerably since then, but 
principally imported commodities; 
and the retail price index has been 
subject much smaller decline than 
other countries. The inflation ap- 
pears least partly responsible 
for the relative prosperity France, 
and that extent. would ficti- 
tious and short-lived. Its effect 
preventing prices France from re- 
flecting fully the decline the inter- 
national price level would tend sooner 
later discourage exports and en- 
courage imports, and consequently 
swing the balance payments against 
France, resulting either the export 
gold from France the reduction 
French foreign balances, and per- 
haps both. 

However, taking the situation 
stands today and accepting the state- 
ment that both the United States and 
France have gold reserves substan- 
tially excess their real needs, the 
question presents itself: can 
those two countries dispose part 
their surplus gold other countries 
without causing harm themselves 
even the world whole?” 

Gold still serves the principal 
means settling the balance inter- 
national payments (sometimes called 
the balance international indebted- 
ness) between one country and the 
other countries with which trades 
and which lends from which 
borrows. true that the gold 
standard does not always operate per- 
fectly and automatically, that various 
legal and other obstructions render 
conditions unfavorable for the effec- 
tive functioning the gold standard, 
but within certain limits gold move- 
ments between countries are governed 
the relative economic and financial 
conditions prevailing those coun- 


Maintain Equilibrium 


has been said that recent years 

gold movements have been influ- 
enced too much capital movements. 
From the point view the inter- 
national gold standard, however, 
immaterial whether country imports 
too much lends too much. The ef- 
fect the balance payments the 
same, the rates exchange the 
countries concerned are affected be- 
cause the maladjustment between 
the demand for exchange and the sup- 
ply thereof, and gold moves out 
one country and into another 

(Continued page 686) 
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BANKING establishes 
its own Trunk Line” 


4 
4 


State-wide 
Banking 
Service 


} *, 


Just trunk lines give you the services many railroads 
linked into one, the Marine Midland Group gives you 
the facilities many banks linked unit serve ‘you. 


linking railroads into trunk systems 

helped make America. reduced transcon- 
tinental freight rates, shortened time travel 
between distant cities. gave wings commerce. 
Banking now follows this proven principle. 

Sixteen Marine Midland Banks are now linked 
together into state-wide banking service. The 
men who run these banks know more than the 
usual facts about business their localities. They 


know the men who the business. 
The Marine Midland Trust Company New 


York City constantly touch with the sixty-nine 


banking offices the Group. you have spe- 
cific problem that concerns business throughout the 
Empire State, shall glad place these state- 


wide contacts your service. 
*The Marine Midland Group does not claim cover all 
New York State. The Group includes banks with banking 
offices. All told, these banks directly serve the territories which 
comprise the great majority the State’s business Each 
bank has its own staff officers and autonomous every way. 
Over 95% the stock all these banks owned the Marine 
Midland Corporation. Thus complete co-operation among all the 


banks assured. 


The Marine Midland ‘Trust Company 
New York 


MEMBER THE MARINE MIDLAND GROUP BANKS 


MAIN OFFICE: 120 BROADWAY 


Chambers West Broadway John St. 


Battery Place East 45th St. Liberty West St. 


When writing advertisers please mention the American Bankers Association Journal 


le D 


686 AMERICAN BANKERS ASSOCIATION JOURNAL 


February, 1931 


Gold Seeks Its Own Level 


(Continued from page 684) 


equalize matters far 
and restore the exchange rates within 
the limits the gold points either 
side the par exchange. 

Under more less normal condi- 
tions, therefore, the export gold 
has special significance, except 
course the case those gold-pro- 
ducing countries which regularly ex- 
port gold commodity, like South 
Africa. According the traditional 
theory the gold standard, gold not 
only does not move out other than 
important gold-producing countries 
except response given set 
conditions, but reducing the basis 
the credit structure one country 
and expanding that the other coun- 
try the movement gold itself brings 
about new set relative conditions, 
which acts corrective force and 
sooner later restores equilibrium. 
true that the working this 
corrective force sometimes inter- 
fered with official action other- 
wise, the case the United 
States and France. 

the United States the imports 
exports substantial quantities 
gold have frequently during the past 
ten years been offset the open mar- 
ket operations the Federal Reserve 
System, e., the sale Govern- 
ment securities order withdraw 
funds from the money market corre- 
sponding approximately the amount 
gold imported, the purchase 
securities order put funds 
the money market corresponding ap- 
proximately the amount gold ex- 
ported; and France the alleged 
hoarding notes times prosper- 
ity has had the effect preventing 
the large imports gold recent 
years from exerting their full in- 
flationary influence. 


Action Only Curative 


OWEVER, while the imports 

exports gold may wholly 
partly offset the manner out- 
lined the foregoing, and while 
may even admitted that least 
some occasions the central bank 
country should definitely seek 
achieve that object far pos- 
thing from saying that such responsi- 
ble agency should also take special 
measures make gold move arbitrar- 
ily out country. The former 
intended minimize the disturbances 
likely arise from gold movements 
which are caused economic forces, 
e., not prevent but soften the 
working economic forces, while the 
latter would tantamount setting 


motion the very economic forces 
which cause the disturbances. 

For example, gold flow out 
the United States other than 
through the operation natural eco- 
nomic forces order bring about 
more equitable distribution the 
world’s gold stocks, the Federal Re- 
serve System would have create 
special set economic and financial 
conditions the United States rela- 
tive the rest the world. Money 
rates would have kept sufficient- 
low New York compared with 
other important money markets in- 
duce the transfer funds large 
amounts, consisting outflow 
short-term credit and foreign 
ances well long-term capital, 
from the United States other parts 
the world. gold begins flow 
out the United States conse- 
quence such and 
loss foreign funds, the volume 
Federal reserve credit use would 
have increased order pre- 
vent the gold exports exercising 
tightening effect the New York 
money market. The maintenance 
abundant credit and low rates for 
some time would essential the 
export any considerable quantity 
gold. 


Would Dangerous 


NDER the conditions obtaining 

‘in the United States, where, 
result great natural resources 
and wealth, there more opportu- 
nity for inflation and speculation 
commodities, securities and real estate 
than any other country the 
world, the maintenance pronounced 
monetary ease for any length time 
almost inevitably leads such infla- 
tion and speculation one form 
modity prices, there would ten- 
dency for exports drop and imports 
increase, consequence which 
the balance payments would swing 
still more against the United States 
and gold would tend flow out still 
greater quantities. Since any case 
the reserve system has only limited 
capacity for off-setting gold exports 
open market operations, money 
would become tighter and the market 
rates interest and discount would 
advance, but such stage the sys- 
tem would most likely also find nec- 
essary from the point view gen- 
eral policy intervene and make 
money still dearer, the hope 
checking the speculation securities 
and real estate inflated prices which 
almost sure develop even without 
inflation commodity prices. 


Then the United States would 
through somewhat the same 
took place 1929. Speculation and 
high money rates New York would 
not only tend stop the transfer 
funds from the United States other 
countries, but even attract funds 
from other countries, while the issue 
and sale foreign bonds the United 
States would also severely handi- 
capped the high rates. The ulti- 
mate outcome would the return 
most, not all, the gold exported 
from the United States under the re- 
verse process. matter fact, 
almost all the gold exported from the 
United States 1927 under the policy 
easy money was reimported 
1929, but what cost the United 
States well the world large! 


Can Occur Again 


same thing bound hap- 

pen again any conscious policy 
designed force gold ar- 
bitrarily out the United States, 
even facilitate unduly the export 
gold. gold flows out the United 
States response the working 
natural economic forces, such 
greater American participation in- 
ternational financing and the conse- 
quent large exports American 
capital, natural tendency for 
merchandise imports increase rela- 
should welcomed all means, and 
the reserve system could legitimately 
and with advantage other countries 
seek prevent the prompt cessation 
such outflow gold offset- 
ting for time through open market 
operations. But experience has taught 
that under the peculiar conditions 
the United States the domestic sit- 
uation should carefully watched 
such time and that any case the 
process neutralizing gold exports 
should not carried for any 
length time. 

The same applies France, al- 
though lesser degree course. 
There are not the same opportunities 
and scope for speculation and inflation 
France the United States, 
neither can the Bank France with 
the smaller and less intensely devel- 
oped money market Paris offset 
gold exports effectively the Fed- 
eral Reserve System can. 

Both the United States and France, 
however, can afford the central banks 
other countries great deal re- 
lief taking greater part inter- 
national financing. Many countries 
appear anxious concerning the 
development scarcity gold, not 
only because the United States and 
France have large proportions the 
world’s gold stocks, but also view 

(Continued page 725) 
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bank your luck 


bank Blanket Bond 


fate the bank 


mentioned the clipping warning 
banker can afford disregard. 
warning not bank your luck for 
security against the risks inherent 
your business. This bank thought that 
its location upon busy downtown cor- 
ner would protect from hold-ups. 
economized upon its protection, carry- 
ing only $60,000 burglary and rob- 
bery insurance. did not realize the au- 
dacity and resourcefulness the modern 
bank bandit. broad daylight was 
held and robbed more than $1,250,- 
000.00 cash and negotiable securities. 
That ended its career—and shocked 
entire state. 


What about your protection? right 
amount? right form? its risk 
assumed strong company—one that 
has tremendous resources and record 
prompt and equitable claim adjustments? 


Remember—there are insurance 
When you buy insurance you get 
exactly what you pay for. doesn’t pay 
buy anything but the best. 


Your best protection may prove the 
Blanket Bond. (This covers you 
one lump sum against practically every 
banking hazard.) But the surest way 
determine exactly what type protection 
meets your individual needs best 
have expert study your situation. 


ROBBED BANK WAS 
LIGHTLY INSURED 


Loss 
Sell Out and Wind 


(Special Correspondence) 
LINCOLN, Neb., loss 


approximately $1,200,000 worth se- 


curities, connection with the -hold- 


the institution armed bandits 
September 17, time when 
was carrying but $60,000 holdup insur- 
ance cash and securities, has forced 
the Lincoln National Bank Trust 
Co. into liquidation and its dissolution 
corpporation. The Continental 
National Bank, one the Nebraska 
units the Northwest Bancorporation, 


assumed obligations depositors 
and secured the transfer assets 
sufficient make whole. 


state corps men specially 
trained and experienced every 
phase bank protection. Their 
services consultants are called 
upon the largest banks the 
country—but whether your bank 
large small, they are freely 
and cordially your disposal, re- 
gardless your present insurance 
affiliations. 


Make your mind your bank 
Write once, setting the exact 


FIDELITY DEPOSIT 
COMPANY MARYLAND 


day and date you wish 
specialist call. will see that 
your office that day, 
prepared make survey your 
individual insurance requirements. 
His detailed, confidential report 
will place you under obligation 
whatsoever—but may reveal 
some things you need know. 
any changes the form amount 
your protection seem advisable, 
the expert will gladly 
assist your Own agent 
broker put them into effect. 


Home Office: Baltimore Representatives Everywhere 
Fidelity and Surety Bonds Burglary and Plate Glass Insurance 


When writing advertisers please mention the American Bankers Association Journal 
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BALTIMORE 


Financial Statement, December 31, 1930 


CASH banks and offices 1,334,584.47 


REAL ESTATE, consisting the Company’s Home Office building, which, 
together with the ground which stands, assessed and 


BONDS governments, municipalities, public utilities, railroads, etc., all 
readily salable, market value December 31, 1930 12,097,607.00 


STOCKS basic industries, confined seasoned issues, market value, December 
8,424,'708.00 


MORTGAGE LOANS, secured improved property worth more than twice 
the amounts the loans 149,381.64 


PREMIUMS course collection 
ACCOUNTS RECEIVABLE, consisting miscellaneous accounts not yet 
TOTAL ASSETS 


LIABILITIES 


RESERVE for premiums covering the unexpired terms bonds and policies 
written the Company and now force 


RESERVE cover claims now process adjustment 

RESERVE cover commissions, taxes and other expenses when due 
TOTAL RESERVES $16,246,893.02 

Capital Stock, fully paid 

Surplus and Undivided Profits 

Surplus Policyholders 11,134,240.94 


strong, conservatively progressive surety company specializing the 
writing Fidelity and Surety Bonds, Bankers’ Blanket Bonds, Depository 
Bonds, Burglary and Robbery Insurance and Plate Glass Insurance. 


When writing advertisers please mention the American Bankers Association Journal 
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Combination Safe Cure 
for Overproduction? 


GEORGE ANDERSON 


Efforts Keep Check Rein Production Cooperation 
Within Each Industry Persist Despite Frequent Failures. Fault 
May Lie Fact That Real Control Has Never Been Achieved. 
Curtailment Defeats Itself Unless All Producers Are Included. 


combination industry, the 

substitution central control for 

the present haphazard manner 

production, the way out recur- 
ring industrial and business depres- 
sions? Can mergers, cartels, trusts 
similar aggregations industry 
prevent the paralyzing effects over- 

Certainly considerable portion 
the business world seems think so. 
almost every country there are 
movements looking toward combina- 
tions for the control production 
not the restraint trade. Ger- 
many several years ago Walther 
Rathenau referred the central con- 
trol production the “rationaliza- 
tion” industry. Ever since the 
World War European nations have 
been flirting with the idea the way 
cartels, international and domestic, 
for the control various industries— 
iron and steel, rayon, nitrates, chemi- 
cals, what-not. 


The Idea Persists 


ORLD producers tin have 

tried, failed and are trying 
again. Copper producers have tried, 
failed and are talking further ef- 
fort. Nitrate producers have tried, 
failed and are now financing new 
$375,000,000 combination. The 
world’s rubber producers have had 
similar experience and are still agitat- 
ing combination and control their 
output. The world’s oil producers are 
bending their energies toward limi- 
tation drilling and development. 
Indian and Ceylon tea growers have 
been talking agreement limit 
the amount tea offered buyers. The 
latest effort this line has been the 
Chadbourne agreement 
principal sugar producers the world 
limit sugar exports. The Austra- 
lian Government has notified London 
the United States and Canada with 
view cooperation restricting the 
production wheat—a proposition 
which seems rather fantastic view 


The Other Goal 


NDUSTRY, “over- 

lated and choked with its 
own writes Mr. 
Anderson, constantly 
seeking stability through 
ever larger combinations. 
There hardly commod- 
ity the world today, pro- 
duced quantities, which 
has not figured some or- 
ganized effort restrict 
output. These attempts 
have met with little suc- 
cess. better purpose for 
combinations, 
writer, might seek 
wider markets, some are 
already doing with en- 
couraging results. 


the Federal Farm Board’s efforts 
the United States restrict pro- 
duction this country but illustra- 
tive the tendency and desire pro- 
ducers get together. 

must confessed that far 
such combinations have not been 
success. The cartel system Eu- 
rope—especially the great iron and 
steel combination Germany, France, 
Belgium and Luxembourg—has not 
stood under the strain depres- 
sion. The reason commonly assigned 
that these combinations have been 
too limited their scope, that re- 
striction output one nation 
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few nations has merely led over- 
production other nations; that the 
steel cartel the continent, for ex- 
ample, has failed because British steel 
interests would not join and American 
steel interests were unrestricted 
competition. similar explanation 
offered for the failure the tin and 
copper cartels, for the failure the 
nitrate agreement, for the failure 
the restrictions crude rubber pro- 
duction—in short, for the failuré 
the cartel system generally. Usually 
such explanation more less con- 
for each particular cartel 
combination. all events can 
hardly said that experience far 
has demonstrated that the general 
principle central control for each 
particular industry the world 
failure for the simple reason that 
far there has been such control. 


Too Much Everything 


HERE are two important facts 

which stand out bold relief 
the present trade and industrial de- 
pression which cannot avoided 
any intelligent discussion the situa- 
tion. The first these that over- 
production exists almost every line 
industrial activity all parts 
the world. Not only have huge stocks 
nearly all the principal world com- 
modities, especially raw materials, 
been accumulated, but this has been 
effected with few industries operating 
their full capacity. Even the 
height the boom the United 
States 1928 few industries were 
producing all they could produce with 
their present plant capacity and equip- 
ment. Moreover, this condition has 
existed most parts the world 
ever since the World War. Various 
causes may assigned. There 
doubt that war conditions stimulated 
production tremendous way. 
the countries war the necessities 
the struggle accompanied whole- 
sale destruction property and sup- 
plies led the expansion nearly 
every industry. the countries not 
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war the difficulty securing nor- 
mal supplies goods 
sources led the development do- 
mestic industries various countries 
which did not exist before and which 
probably would not have existed all 
but for the stimulating effect the 
conflict. The result has been that 
since the war the world has been 
equipped for the production more 
goods than can normally use—in- 
dustry over-equipped, over stimulated, 
and choked with its own products. 
The increasing development mass 
production automatic and labor 
saving machinery has accentuated this 
equipment for over-supply. When 
factory with the same labor and with 
little increase overhead can turn 
out three automobiles where formerly 
turned out only two there will cer- 
tainly important results the au- 
tomobile trade; and this but one 
incident the long list changing 
methods and increasing production 
industry. true that herein enters 
Henry Ford’s philosophy that three 
automobiles cannot sold where two 
were sold formerly because the 
automobiles are not good enough and 
cheap enough attract buyers. The 
fact remains that one automobile out 
the three, potentially least, re- 
mains the hands the manufac- 
turer and slows production until 
buyers for his product can found 
livable return. 


Variety Causes 


some lines overproduction the 

direct result stimulation cycli- 
cal demand trade. Periodical short- 
ages crude rubber supplies have led 
over planting; artificial high prices 
coffee from time time the re- 
sult Brazil’s various valorization 
schemes have led undue extension 
coffee plantations; stimulation 
wheat and cotton production during 
the war led increase one crop 
farming the United States and 
the development cotton production 
other countries; overproduction 
bituminous coal results from many 
causes among which are the develop- 
ment toomany new fields, competitive 
production between union and non- 
union labor, the unwillingness mine 
owners abandon unprofitable prop- 
erties, and the substitution liquid 
fuel and “white for coal many 
industries. Overproduction 
naturally follows from competitive 
drilling new pools divided owner- 
ship. Whatever the causes, the fact 
stands out like bump log that 
overproduction all these lines 
faced the world. 

The second great fact noted 
that the world generally and world 
business particular longer 
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and trust good luck and the sur- 
vival the fittest get out its 
hole. the present movement toward 
combination many lines in- 
dustry means anything means that 
there general feeling among busi- 
ness leaders all over the world that 
something can and should done 
about it. There is, first all, gen- 
eral feeling that combinations 
each line industry overproduction 
may prevented ordinary restric- 
tive arrangements and agreements. 
This, course, case such com- 
bination can made include en- 
tire industry, savors monopoly and 
probably would lead abuses the 
way price raising, has nearly al- 
ways been the case, while the other 
hand restriction output would 
probably lead decreased demand 
for labor. More important, perhaps, 
there increasing feeling among 
economists and industrialists that 
combination each line industry can 
improve its position more scien- 
tific management, research and 
‘central control which statistics 
production and consumption can guide 
the former. Many authorities 
further and think terms the con- 
trol all industry whole. Mr. 
Bernard Baruch recent publica- 
tion suggests central planning for all 
industry something like that achieved 
the operations the “War Indus- 
tries Board.” The American Engi- 
neering Council its annual session 
Washington January proposed 
the organization great national 
set-up for the balancing consump- 
tion, production and distribution and 
took action looking the organiza- 
tion “competent agency” bring 
about “controlled balance” between 
these forces. 


Involves Epochal Changes 


such plans naturally involve 
complete revolution industrial 
management, industrial capitalization 
and planning—in short the whole 
our industrial life. the United 
States alone they would involve re- 
peal modification the Sherman 
anti-trust act and similar legislation 


practically every one the 


eight states. Mr. Silas Strawn, the 
forefront leaders both the Amer- 
ican Bar and American commercial in- 
terests, address before the New 
York State Bar Association Janu- 
ary urged that American anti-trust 
laws revised enable Ameri- 
can business men meet competition 
under modern conditions. Industrial- 


ists and business men all over the 
country are asking that combinations 
within reasonable limits may per- 
mitted law. 


February, 1931 


change this line this country 
may expected for public sentiment 
against too comprehensive combina- 
tions too strong, but the feeling 
that some combination should per- 
mitted seems growing. 

None these ideas offers remedies 
free from objection possible 
abuse; some them offer remedies 
worse than the disease. Nevertheless 
practical men business industry 
and financial circles 
more along such lines than they ever 
have thought before. They are not 
satisfied with the present organization 
industry; they are not satisfied 
with present international trade rela- 
tions. The business depression the 
past year and half has least had 
the merit not only bringing about 
liquidation abnormal and in- 
flated stock market situation; has 
also had the merit effecting liqui- 
dation outworn and fallacious in- 
dustrial ideas. 


Some See Cure-All 


matter industrial combina- 

tions, therefore, has come 
very practical issue. Many hard- 
headed business men see way 
prevent recurrence industrial 
and commercial depressions—almost 
cure-all for all industrial ills. Since 
American laws frown upon combina- 
tions any degree restraint 
trade has naturally resulted that 
the movement toward such combina- 
tions has come chiefly from other 
parts the world, particularly 
Europe, where competitive conditions 
industry and trade have been such 
force increasing degree in- 
ternational cooperation save Euro- 
pean industry whole. The Paris 
representative the American sec- 
tion the International Chamber 
Commerce recent letter reports 
that business men all over Europe are 
taking the lead effective industrial 
and commercial 
efficient industries are reorganizing 
while efficient industries are further 
improving their competitive strength, 
the list including Welsh coal, Lan- 
cashire cotton, Roubaix woolen goods, 
Swiss chocolate, watches, 
tools, machinery, razor blades; and 
coal, steel, shipping, paper pulp, tim- 
ber and other concerns all over Eu- 
rope. 

All this house-cleaning, this effort 
meet the situation combination 
whatever means may possible, 
has government sanction. Ger- 
many and Italy, the governments are 
attempting force readjustment 
wages and prices for the purpose 
moving surplus stocks and reviving 
industry. one knows what will 

(Continued page 724) 
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Trust Company 


NEW YORK 


CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 1853 


Statement Condition, December 


RESOURCES 
Cash Hand and Due from Banks 


Call Loans, Commercial Paper and Loans Rediscount 


United States Obligations 


Short Term Securities 
Loans due demand and days 

Loans due 180 days 

Loans due after 180 days 


Customers’ Liability for Acceptances (anticipated $2,691,682.72) 
Acceptances and Bills sold with our endorsement (per contra) 
Bonds and Other Securities 

New York City Mortgages 

Bank Buildings 


LIABILITIES 


Deposits 
Official Checks 


Acceptances (including Create Dollar 
Exchange) 
Acceptances and Bills with our 


Discount Collected but not Earned 
Reserve for Taxes, Interest, etc. 
Dividend payable January 1931 


Capital Stock 


$50,000,000.00 
Surplus and Undivided Profits 


114,978,170.82 
2.67 


95,046,844.58 
1,586,327.32 
67,000,562.37 


820.61 


2,000,000.00 
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THE BURROUGHS 
SAVINGS BANK MACHINE 


JOURNAL 


OLD BALANCES ACCOUNT NUMBERS 


NEW BALANCES WITHDRAWALS DEPOSITS 


500.00 1,000.00 

10.00 500.00 2510 
35.00 500.00 2585 

75.00 175.00 1,950 


OP (DEPOSITS) 


625.00 


Wi (WITHDRAWALS) 
¢ 


235.00 


DO (DUPLICATE 
125.00 


IN (INTEREST) 


Provides Compact, Easily Read Journal 


Besides posting passbook, ledger and journal (either 
unit continuous roll) one time with greater speed, 
simplicity and ease operation, this new machine offers 
many other advantages that result neater, more 
comprehensive journal. These six advantages stand out: 


Each entry printed its respective column. confusion Since the journal carbon copy the ledger, there can 


new balances with old balances. discrepancies between them. 

Minimum space required for entries. Six entries inch. Easy read. Complete entry printed only one line. 


Character symbols printed directly alongside amounts, Provides net totals deposits and withdrawals. pencil 
the right, for instant identification. figuring obtain auditor’s totals. 


For demonstration, call the local Burroughs office, write— 
Burroughs Adding Machine Company, 6272 Second Boulevard, Detroit, Michigan 


and any posting plan 


Burroughs’ wide range machines meets every savings bank requirement 
When writing advertisers please mention the American Bankers Association Journal 


wm 1051 400 
1,500 : 
525 
510 
JL 1031 465 
11051 50 ; 


Trade Hurt Too Much Help 


HIRAM JOME 


Professor Economics, Denison University 


Business World Entangled Fallacies and Harassed 
Swarm Unsound Theories. High Prices and Wages Not 
Confused with High Standard Living. Various Work” 
Schemes Now Urged Are More Wasteful than Building Pyramids. 


FIRMING the price raw 
materials generally indica- 
tive recovery but such 
firming tendency generally 

the result conditions demand 
and supply. Producers copper, 
steel, and other commodities are plac- 
ing the cart before the horse. Many 
purchasers “stabilized” articles are 
still holding off their commitments 
anticipation further bargains. 
business men had permitted the laws 
the market freely operate and 
had allowed prices seek their proper 
level, purchasers would have been in- 
duced buy. is, large users 
wool, for instance, are postponing 
their buying anticipation fail- 
ure the stabilization price. Why 
buy now prices may soon fall? 


Prices Are Barometer 


are even interfering with the 
processes exchange order 
tion the values the things ex- 
changed. Much the blame for the 
falling prices securities and com- 
modities placed short selling. 
Activity the exchanges merely re- 
flects the attitude the people, and 
would just futile destroy fu- 
ture selling certain other legiti- 
mate activities the exchanges 
would for the sea captain smash 
the barometer when the weather fore- 
cast unfavorable. 
The present depression, character- 
ized unwillingness both busi- 
ness and government leaders admit 


the facts, will famed for its 


use propaganda. The business fore- 
casting services, even those some 
our large universities, have mixed 
prophecy with hope. pessimistic 
forecaster would lose clients. Public 
confidence has been shaken re- 
peated false prophecies coming 
prosperity that very little faith 
now being placed optimistic state- 
ments. The way out not psycholog- 
Numerous readjustments must 


made. must pay the piper for 
the intense overdevelopment the 
past. 


Not Fast 


wealth the United 

States during the past 
century has increased 
the compound rate ap- 
proximately per cent. 
This growth has been ac- 
celerated times and re- 
tarded others. Between 
1922 and 1929 was period 


intense development and 


fundamental mistake, 
Prof. Jome believes, be- 
ing made considering 
this swift upward swing 
normal. analyzes some 
the most 
“make and “spend 
doctrines and re- 
gards them hindrances 
recovery. 


have learned that upward 
cyclical movement does not necessa- 
rily represent equally steep long 
time trend. During the entire period 
from the latter part 1922 the 
middle 1929, with two minor ex- 
ceptions 1924 and 1927, business 
has been the upgrade, reaching 
high point the middle 1929. Many 
statisticians drew new long time 
trend correspond with this rapid 
upward movement. Even the Bureau 
Labor Statistics revised its index 
number make 1926 equal the 
base, 100. The cyclical movement 
turned downward, and numerous dis- 
appointed purchasers 
priced twenty fifty times the 
earnings per share found that they 
had mistaken short time movement 
for permanent growth. The business 
cycle still with us. Every period 
inflated prosperity and speculation 
still followed the inevitable conse- 
quences. 

doubted whether the aver- 
age return conservative common 
stocks over long period time 
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can greatly exceed the yield sound 
bonds. Over the stretch century 
the wealth the United States has in- 
creased the compound rate only 
per cent. During some periods 
the growth has been greater, during 
others smaller, than this figure. 
the height the last stock market 
boom plan was formulated whereby 
every head family should save 
$20 per month, and deposit this with 
investment trust and would re- 
ceive such return give him 
the end twenty years total 
$80,000. The return the savings 
would average about per cent! The 
sum $80,000 invested bonds 
per cent would then give the owner 
comfortable livelihood. all heads 
families had begun this policy 
1910 and had continued until 1930 
the savings with interest the latter 
year would have aggregated $1,616,- 
577,000,000 about four times our 
national wealth. 

Industry will well compound 
the average per cent the 
investment. And some financiers are 
urging men save and invest their 
money such way enable 
them retire forty! For the few 
this possible, but for the mass 
the people would impracticable 
since industrial and agricultural ac- 
tivity does not grow sufficiently 
rapid rate. 


Buy Anything 


are attempting influence 

prices through the “spend more” 
“buy now” campaigns. The argu- 
ment for spending now runs fol- 
lows: “The trouble with our present 
system that some people are pre- 
venting the circulation money 
not spending their income. The sit- 
uation somewhat similar that 
tennis player who, instead hitting 
the ball, puts his pocket and 
walks off the court. Thus, who 
saves his money instead spending 
obstructing the circulation 
money, and therefore retarding the 
return One recent plan 
goes the extreme providing that 
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law passed prohibiting any per- 
son from saving more than $5,000. 
The originator this plan apparently 
ignores the fact that money, though 
saved, nevertheless spent. 

The most way reduc- 
ing unemployment would de- 
stroy all capital preventing all sav- 
ings. would then have banks, 
machinery, buildings, rail- 
roads, raw materials 
Everyone would living his pres- 
ent efforts. would all busy 
catching fish and picking berries for 
our living that there would un- 
employment problem. But what 
sacrifice comfort and happiness! 
Any organized restriction savings 
must ultimately reduce our standard 
living. 


Shifting the Loss 


HOLESALE prices have fallen 

much more rapidly than retail 
prices. Wholesalers are giving their 
retailers lower prices and addi- 
tional discounts are only 
part passed the consumer. 
The “spend more” “buy now” 
movement seems stressed 
mainly the retailer substitute 
for the lowering prices. would 
better business men wrote down 
their inventories and drastically re- 
duced their prices rather than attempt 
through “buy now” campaign. 

this propaganda were successful 
would merely mean that people with 
purchasing power could buy less goods 
than economic forces 
mitted immediately bring about 
price reduction. Mr. can in- 
duced buy now, that pay fifty 
cents more for article than 
should normally have expend, 
will obviously spend fifty cents less 
some other direction. not the fifty 
cents worth much him the 
dealer? Moreover, this campaign pre- 
supposes the existence purchas- 
ing power which may not real. 

The “buy now” campaign retards, 
rather than helps, the readjustment. 
The public, sensing the failure such 
propaganda, and anticipating lower 
prices, deliberately withholding its 
purchasing. What needed “re- 
duce prices now,” not “buy now” 
movement. 

the abuse installment selling 
chasing power, which has not come 
expectations. Many people are 
either unable buy other goods 
cannot present prices. Busi- 
ness revival cannot precede the sub- 
stantial cleaning these install- 
ment debts. Business men comput- 
ing their inventories have often neg- 


lected the fact that many goods are 
really not sold, but are instead the 
form accounts receivable, which 
will need settled before further 
substantial sales can made. Audi- 
tors representing firms public ac- 
countants are reporting the discovery 
ever increasing number “aged 
accounts.” The installment sale 
drug which, having been injected 
stimulate business, has now left 
condition lethargy. 

The lowering prices must neces- 
sitate the reduction the costs 
production. The yield bonds be- 
ing decreased. The prices basic raw 
materials are falling. also es- 
sential that wage costs lowered. 
The “keep wages up” argument 
paradox. One the symptoms the 
business depression the fact that 
purchasing power not high enough 
justify present prices. The over- 
extension certain productive activi- 
ties has resulted maladjustment 
output and purchasing power. In- 
stead urging manufacturers keep 
wages up, would not more sen- 
sible encourage them increase 
the efficiency labor and that way 
lower the cost production, thus 
them sell their goods 
reduced price? The basic reason for 
the displacement labor ma- 
chinery the fact that capital ma- 
chinery relatively cheaper than 
labor. money wages are kept 
increased, the situation will 
aggravated. Capital, being cheap, will 
continue displace labor, and the un- 
will become 
worse. 


Offset Price Cuts 


REDUCTION wages would not 
mean decrease the worker’s 
real income. The steadily growing 
purchasing power the dollar would 
offset the decrease money income. 
lowered prices stimulate purchases, 
more labor will taken in- 
dustry. Thus total purchasing power 
will increased. 

are continually confusing high 
price level and high money wages with 
high standard living. The expor- 
tation capital from the United 
States would beneficial. Interest 
rates the United States are low. 
Interest rates many foreign coun- 
tries are comparatively high. 
encourage the exportation part 
our surplus capital, the tendency 
would lower the interest rates 
certain undeveloped foreign countries. 
This would stimulate the demand for 
machinery and augment the efficiency 
labor. Thus industries would 
encouraged, the real wage levels 


abroad would rise, the standards 


living would increase. helping 
build foreign industry can de- 
velop increasing export market for 
our own products. Moreover, such ex- 
ported capital would used em- 
ploy foreign labor rather than dis- 
place American workers. 

History moves cycles. During 
the greater part the nineteenth 
century, Great Britain sent capital 
this country. the present time 
have surplus capital. Certain 
countries have scarcity capital. 
Should not part this capital sent 
these foreign countries? 


The Five-Day Week 


the commonly proposed 

plans for relieving unemploy- 
ment the five day week. The five 
day week will serve this purpose 
the wages paid for the five days equal 
exceed the wages paid for the 
longer period, and more important 
still, the output per worker for the 
shorter week exceeds the output for 
the longer week. the output for the 
five day week less than for the 
longer week while the pay remains the 
same greater, there will 
economic waste, and the tendency to- 
ward the use machinery will 
further accelerated. 

The distribution given amount 
labor over smaller area tends 
increase the cost production with 
consequent rise price and reduc- 
tion demand. This process will re- 
bound the detriment the workers 
for, after all, the demand for labor 
merely the demand for the products 
labor. 

common form the “make work” 
argument the plan paying the 
soldiers’ bonus immediately. The 
basic purpose this proposal that 
the people, the outset the veterans, 
will have more money spend and 
will set motion huge waves pur- 
chasing power which will ultimately 
stimulate all phases our business 
life. But whence the money 
come? The bonus would need 
paid out the proceeds taxation 
borrowing. ordinary busi- 
ness and consumption taxes are 
used, the effect will merely shift- 
ing purchasing power. The financ- 
ing means tax capital would 
reduce savings. the money 
obtained the sale bonds peo- 
ple who have present surplus who 
can borrow the bank, the time 
when reserves are high, the total pur- 
chasing power the people will prob- 
ably increased. 

Would not possible for each 
village city put the unemployed 
work building pyramids like those 

(Continued page 720) 
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BANKERS 


CREDIT MEN 
EMPLOYERS 
MERCHAN 
MANUFACTURERS 
WHOLESALERS 


PROFESSIONAL MEN 


ECONOMISTS 


GOVERNMENT 
OFFICIALS 


GREAT CORPORATION, facing 
the emergency unusually heavy ex- 
penses, borrows millions. 

individual, facing the emergency 
unusually heavy bills, borrows hundreds. 

The corporation goes its bank and 
borrows its value going concern, its 
inventory equipment, and the money 
expects to receive from its customers. 

individual goes his family finance 
company and borrows his value 
concern”, his inventory of personal property, 
and the money expects receive from his 
employer. 

It is right and proper that the corporation 
should borrow pay. equally right 
and proper that the individual should borrow 
pay. 

If it were not so, doctors and lawyers, mer- 
chants and manufacturers, employees and 


would all handicapped slow 


payments. Jobs would scarcer; our com- 
forts of life, fewer; our progress, slower. 

every man’s privilege borrow pay 
built the very credit structure this nation. 

Banks extend this privilege the few who 
have stocks, bonds, real estate, or going busi- 
nesses for collateral. 

Family. finance companies offer the same 
privilege the many who have not the kind 
collateral which recognized banks but 
have the ability and will earn their way out 
any difficulty. 


Family finance companies cannot “retail” 
loans $300 and less the same rate that 
banks “wholesale” thousands, wise legisla- 
tion has fixed maximum rate interest that 
fair both the individual and the finance 
company, at the same time permitting compe- 
tition determine the minimum rate charged. 

The Household Finance Corporation the 
first. company widespread operation that 
has cut its charges below the rate fixed the 
small loan law this state. Through large 
volume and efficient management it has been 
able reduce its charges almost third under 
the interest this law allows amounts above 
$100 and $300. Household will con- 
tinue to give to the borrower all the advantages 
of any further lessened costs of operation. 

Just banks give sound investment advice 
Household gives sound advice how live 
within one’s income, order keep out 
debt the future. 


HOUSEHOLD 


Headquarters: Palmolive Building, Chicago, 


Consult your telephone directory for the office nearest you } . 


Turn the dial your NBC station every Tuesday night 8:00 Central Time and guest the Entertainers, featuring 
America’s foremost stars the opera, concert, and stage, well leading affairs national importance. 


idle propaganda pay bills this advertisement that 
appearing newspapers four and three quarter million 
circulation. offers the only effective means improve col- 
lections because offers the only source additional funds 
for the emergency credit needs the great majority fam- 
ilies. This the first series that will published through- 
out 1931 further prosperity and bring about better under- 
standing the economic importance small loan financing. 
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The LOCK protects your Box 
but the SEALED KEY 


protects the LOCK! 


SAFE DEPOSIT LOCK 

strong strong the 

brute strength the 

metal which made. But today’s 
bank thieves not care about mere 
strength. They disregard for the 
easier ways that crafty, crooked brains 
devise. And their chief assistance 
safe deposit box depredations lies 
the unprotected keys your customers. 


But now even the key can pro- 
tected. For the sealed key the S&G 
Secret Key Changing Sealed Key Safe 
Deposit Lock protected com- 
pletely, thoroughly, that not only 
your customer, but your bank itself, 
guarded against the possibility 
thievery, error, loss. This S&G 
Key now comes your customer 
sealed impression-proof, meta/- 
lined container! 


What does this mean? means that 
your box customer first see 
touch the key chooses for his box. 
And the statement signs, before 
breaking the seal, court evidence that 
one else has seen touched it. 

This exclusive new feature pat- 
ented S&G. other safe deposit 


Sargent Greenleaf Inc. 


lock can offer it. And this addition 
other exclusive features that make 
the S&G Secret Key Changing Sealed 
Key Safe Deposit Lock not merely 
“ample,” but 100% protection. Key- 
and-lock changes unlimited for prac- 
tical purposes. Resetting right your 
box door—no expensive shipping 
and from the factory, and mainte- 
nance cost. Customer and custodian 
together set the lock the new key; 
only customer and custodian 
can enter the box. 

Send for sample key, sealed 
this new, protective container. See for 
yourself how completely the key 
guarded. Or, your bank contem- 
plates adding building 1931, send 
for sample the lock itself. 


ROCHESTER, 


Sargent Green- 
leaf, manu- 
facturers Time, 
Combination and 
SafeDepositLocks 
have been pioneers 
bank protection 
since 1865. 


Name Bank 
Address 
City and State 


Factory. 
Boston 


February, 1931 


Your customer signs this statement that 
first see touch his key. 


When has done so, breaks the seal. 


His signed statement your files 
your banx’s protection. 


SARGENT GREENLEAF INC. 


(Check square for information desired) 


send sample the new patented S&G Sealed Key. 
send sample the S&G Secret Key Changing Sealed 
Key Safe Deposit Lock, with keys and instructions. 


Check here you wish copy Quick Trip Through Lock 


When writing advertisers please mention the American Bankers Association Journal 
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oy 


February, 


AMERICAN BANKERS ASSOCIATION JOURNAL 


697 


Bonus Jeopardizes Recovery 
(Continued from page 665) 


best the stimulation that might accrue 
general business through putting 
more buying power into circulation 
would but temporary. Although 
thereby little good would done 
here and there, far greater harm 
would done everywhere this 
measure not only through unsettling 
existing values but interfering 
with the normal financing business 
recovery through more constructive 
security issues for building and other 
practical industrial purposes, and also 
saddling large increase current 
taxation upon our people. 

economic adversity already. Blow 
after blow has fallen upon and sent 
staggering into one the greatest 
business depressions its history. 
The collapse the securities market 
wiped out the savings and investments 
and impaired the purchasing power 
unprecedented number our 


people. The drought with its un- 
paralleled severity and duration 


brought economic catastrophe great 
areas our agricultural life. The 
breakdown world commodity prices 
and the curtailment our exports 
over per cent 1930 still further 
demoralized our business. The result- 
ing industrial stagnation, with its 
losses invested capital and its 
losses wages our working people 
through unemployment cast the nation 
into critical condition from which 
recovering only with difficulty. 


Still Further Retard Recovery 


has been well said that the 

United States was plunged into 
its present economic depression 
this series what have been termed 
‘economic surprises’ that fell upon 
one after another. Coupled with this 
statement the hope was expressed 
that ‘liquidation the 
this depression has apparently 
about complete,’ leading the con- 
clusion that the nation was now 
headed back toward 
ery and that there was further 
future retard its gradual business 
revival. 

“However, this bonus plan pay- 
that these hopes are ill founded— 
that there still another depressing 
economic surprise store for the 
country struggle with before 
can consider itself the clear high- 
way better times. 

careful study the arguments 
against payment the face value 
the veterans’ adjusted service certifi- 


cates presented Secretary Mel- 
lon shows that his analysis the un- 
fortunate financial and economic ef- 
fects bound result from such 
measure absolutely unanswerable. 

believe can say without 
equivocation that, even though 
temporary stimulation for business 
and limited benefit few deserv- 
ing ones would result from the dis- 
tribution the veterans tre- 
mendous sum cash, the broad gen- 
eral economic effect would severely 
adverse and would still further re- 


tard our recovery from the depres- 
sion. the long run would harm 
far more than would help. There 
are certainly better ways helping 
the relatively few than harming 
the overwhelmingly many. 

feel, therefore, that using the 
weight position representing 
the American Bankers Association 
oppose this projected measure and 
uphold the hands Secretary Mellon 
his conscientious and well con- 
ceived defense the public finances, 
really speaking, not primarily 
for the banks for any particular 
interests, but that speaking es- 
sentially for the far greater welfare 
all our people.” 


Clear Statements Promote Good Will 
MITCHELL IVES 


only within the span the past 
few years that bank statements, 
with simple and elementary explana- 
tions the meaning each item, 
have come into widespread use. Their 
adoption doubtless due the reali- 
zation that comparatively few the 
legion depositors are able judge 
the importance the various items 
listed under the headings assets and 
liabilities, without the aid pointers 
their real significance. 

One the large New York banks, 
notable for the number its checking 
accounts, was pioneer presenting 
Bank Statement Anyone Can Un- 
officers were convinced 
that policy taking the public into 
its confidence and showing just what 
owed deposit liabilities, what 
had with which pay off these de- 
posits and the large margin safety, 
would wise. 

This type bank statement has 
been widely copied during the past 
year because bankers, justly proud 
the strength and liquidity their own 
institutions, have wished assure 
their customers that they were pre- 
pared meet any reasonable demands 
which might made upon them. The 
extensive failures banks, and the 
uneasiness the pubic over the con- 
dition banks in-many parts the 
country, have caused bankers feel 
that there was need for talking 
terms that the average man could un- 
derstand. 

Recently the First National Bank 
Englewood, suburb Chicago, 
went one step farther and published 
detailed statement its condition— 
financial picture itemized and 
intimate that caused great deal 
comment. The statement included 
the amount, maturity and character 


each loan; list short term invest- 
ments; roster its first mortgage 
real estate loans with the addresses 
property which the liens had 
been placed; complete list the 
commercial paper purchased de- 
tailed list municipal and other bonds 
acquired investments. Practically 
the only information about the bank’s 
condition that was not included com- 
prised the names the makers 
notes and the interest arrangements. 

The statement was presented 
double page advertisement the 
neighborhood newspaper. The caption 
proclaimed huge letters: “We be- 
lieve this the first detailed state- 
ment ever published any bank 
America.” The headline was carried 
streamer across the top the 
broadside. After the statement had 
appeared the newspaper, reprints 
were sent extensive mailing list. 

The statement furnished not only 
the amounts the individual loans 
with their dates maturity, but 
classified the loans into several groups. 
set forth that there were eighty- 
five customers’ loans secured listed 
collateral, with margin per 
cent more. Following, gave ten 
secured loans which there was 
margin less than per cent col- 
lateral and eleven loans secured with 
Liberty Bonds, with margin 
per cent. Other details were fur- 
nished. The unsecured loans were di- 
vided into two classes—those which 
had been the books less than year 
and those which had for 
more than year. There was also 
list twenty-four customers’ loans 
secured the bank’s own real estate 
bonds savings pass books; also two 
loans secured the farm mortgage 
well known firm. 


> 
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Paradox Money Rates 
(Continued from page 666) 


the height the speculative boom 
1929 barely per cent the mem- 
ber banks were debt their re- 
serve banks any one time. The 
last report the Federal Reserve 
Board shows member bank borrow- 
ings little more than $200,000,000 
compared member bank invest- 
ments and loans their clients 
excess $35,000,000,000. The bor- 
rowings these banks the widely 
heralded low rediscount rates can ac- 
count for exactly fifty-seven hun- 
dredths one per cent the credit 
which they turn extend their 
clients. 

Let glance for moment the 
costs granting credit determine 
the part played changing central 
bank rates the final price charged 
the customer. will obviously 
never isolate single hypotheti- 
cal case and say that particular 
bank borrows $100,000 from its re- 
serve bank per cent and should 
able lend that identical sum 
borrower per cent since that 
leaves margin per cent, profit 
differential thousand dollars 
year, which should ample cover 
overhead, etc. The 
bake single loaf bread and then 
attempt calculate his costs the 
basis that solitary output. 
automobile manufacturer does not de- 
rive his costs that manner. 
more can bank. 


Over Period Years 


only accurate method 
note all the costs doing all the 
business over period years that 
will include the good, bad 
ferent. The 
shows the cost doing business 
our national banks over period 
twelve years, 1918-1929. Interest 
and discount borrowed money ac- 
counted for only 4.47 per cent the 
total. other words, the price paid 
for funds borrowed from the Federal 
reserve banks less important ele- 
ment the total cost conducting 
average bank than the flour 
which the baker buys making 
loaf bread. 
assume that 4.47 per cent 
representative ratio borrowing 
cost total cost then reduction 
the rediscount rate one-half its 
normal level will cut banking ex- 
penses about per cent. If, the 
other hand, this rate doubled, then 
aggregate expenses will increased 
about 4.5 per cent. take the 
three-year period 1927-1929 our 
normal period and exclude the war 
and post-war years, the effect 


36.19 
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Wages 


Net Losses 


Discount 
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Percentage distribution bank costs, with money rates 


changes the rediscount rate 
member bank expenses will greatly 
reduced. the six major costs 
banking, this particular item the 
least important. would just 
reasonable expect restaurant 
reduce the price egg sandwiches 
because the market salt has col- 
lapsed call upon our banks 
cut lending rates because the central 
bank has dropped its rediscount rate. 


Taxes, Wages and Interest 


may seen that the greater part 

bank’s costs are subject 
conditions over which the bank has 
little control. This 
true taxes, salaries and wages and 
interest deposits. Net losses 
certain extent are function man- 
agement, but there little that able 
direction can mitigate losses 
when distress broad scale afflicts 
community. the borrower 
Texas indignant because must 
pay per cent when his brother 
the Empire State pays only with 
both banks dependent upon the same 
central bank, should remember that 


banking conditions the two states 
are entirely different. Losses are 
notably heavier the South than 
the Northeast. The territory served 
poorer and the banks, relative 
population and the amount business 
available, are more numerous, thus in- 
creasing the burden overhead. 
examination the earnings statistics 
our national banks published the 
comptroller fails reveal our south- 
ern banks bursting with profits. 

Although the previous discussion 
may provide answer the problem 
presented constant rates charged 
bank clients New York and 
Texas and the equally constant mainte- 
nance difference between the two 
casts little light the independent 
variations what known the 
“money market.” 


Back Rate Changes 


this market rates are quoted 
four types obligations, the ac- 
ceptance, commercial paper, demand 
and time loans. The last two are in- 
variably security loans. The average 
(Continued page 710) 
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Dignified Substantial Beautiful 


The floor the financial institution 
must convey lasting impression dig- 
nity, substantial worth, and beauty. 
must resilient and quiet. should 
easy maintain all these desirable 
qualities. 


floor Stedman Reinforced Rubber 


qualities are inherent, for 
absorbent, has surface irregularities 
open joints harbor dirt, and origi- 
nates dust. Stedman Rubber Floors 
may laid equally well new exist- 
ing buildings. 


For more than years, these natural 
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advantages have all contributed 
steady, impressive and merited increase 
the use Stedman Reinforced Rubber 
Tile banking and business buildings. 
with full descriptions and color 
charts will gladly sent you request. 


STEDMAN RUBBER FLOORING CO. 


South Braintree Massachusetts 


Rubber Tile 


Tile fulfills all these requirements,— 
and more. almost unlimited range 
color types and forms provides for har- 
mony with any architectural setting. The 
reinforced new live rubber gives extra- 
ordinary durability, with silence and com- 
fort. Stedman Tile readily kept bright 
and clean and does not fade. Its sanitary 


Stedman 


*REINFORCED: the Stedman Process minute cotton 
filaments, uniting with the rubber under high pressure 
and heat, are responsible for its unusual resistance to 
wear and distention, its lasting resilience and smooth im- 
pervious surface—characterized by color veinings of re- 
remarkable fineness and beauty. 


Board Room Hincks Brothers Co., Edward Caldwell, 
Architect. The floor is in a dignified pattern combining 
large tiles of Black Gold and small tiles of Pink Tennessee. 


FOWLER 
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Association Activities 


Convention Calendar 


DATE 
1931 
April 24-25 
April 27-29 
May 1-2 
May 7-8 
12-13 
12-14 
14-15 
May 14-16 
May 20-21 
May 21-22 
May 25-27 
June 9-11 
June 10-11 
June 11-13 
June 12-13 
June 12-13 
June 18-19 
June 18-19 
June 18-20 
June 18-21 
June 
June 22-24 
June 22-24 
June 22-26 
June 24-26 
June 26-27 
Sept. 
Sept. 4-5 

AMERICAN 
Apri! 13-16 
June 8-12 
Oct. 5-8 


Feb. 


Feb. 


STATE 
New Mexico Carlsbad 


North Carolina Pinehurst 
Florida West Palm Beach 
Tennessee 
Mississippi 
Texas 
Pennsylvania 


Atlantic City, 


Alabama Gadsden 
New Jersey Atlantic City 
Missouri 


San Angelo 


Maryland 

Atlantic City, 
Kansas Topeka 
Illinois Chicago 
Georgia Sea Island Beach 
Minnesota Minneapolis 
Indiana Indianapolis 
Virginia 


Old Point Comfort 
Poland Springs 
Seaside 
Milwaukee 


Maine 
Oregon 
Wisconsin 
West Virginia 
Washington Seattle 
District Columbia 
Hot Springs, Va. 
Colorado Estes Park 
Iowa Waterloo 
New York Upper Saranac 
Michigan—Cruise, Detroit 
Toronto 
South Dakota Huron 
Connecticut—Eastern 
Point, New London 
Delaware Rehoboth 
Wyoming Cheyenne 


BANKERS ASSOCIATION 
MEETINGS 


Executive Council, 
Augusta, Ga. 
American Institute 
Banking, Pittsburgh, Pa. 
Convention, 
Atlantic City, 


REGIONAL CONFERENCES 


17-19 


26-27 


March 19-20 


March 19-20 


March 26-27 


Twelfth Mid-Winter 
Trust, New York, 
Central Atlantic States 
Bank Management, 
Washington, 
Mid-Western Bank Man- 
agement, Kansas City, Mo. 
Eastern Savings, 
New York, 
Western Bank Manage- 
ment, 
Salt Lake City, Utah 


April 17-18 Fourth Southern Trust, 
Charleston, 
11-12 Mid-West Savings, 
South Bend, Ind. 


OTHER ASSOCIATIONS 


April 20-22 Reserve City Bankers, 
Richmond, Va. 


May 


Mid-Winter Trust Program 

The program the Twelfth Mid- 
Winter Trust Conference the Hotel 
Commodore, New York City, Febru- 
ary 17, and 19, includes twenty-five 
addresses. The general subject for dis- 
cussion both morning and after- 
noon sessions the first day pro- 
motion. Both sessions February 
are devoted addresses concerning 
operation and the final morning and 
afternoon sessions the 19th are 
concerned principally with administra- 
tion. Gilbert Stephenson, president 
the Trust Company Division, and 
vice-president the Equitable Trust 
Company, Wilmington, Del., speaks 
before the opening meeting. The 
speaker the banquet the evening 
February will Prof. Irving 
Fisher Yale University. The occa- 
sion will the twentieth annual 
banquet trust men. 


Eastern Savings Conference 


Bankers interested the savings 
business the New England and 
Middle Atlantic States will partici- 
pate the Eighth Annual Eastern 
Regional Savings Conference, spon- 
sored the Savings Bank Division, 
which held the Hotel Com- 
modore, New York City, March 
and 20. 

The program will feature the ques- 
tion segregating savings deposits; 
cost accounting; allaying popular 
nervousness which causes runs 
banks; the Savings Bank Division’s 
educational and advertising campaign 
for stimulating savings; the securing 
and conserving business; and in- 
vestments. Luncheons will held 
both days the conference and 
banquet the evening March 19. 

The chairman the conference 
committee Frederick Shepherd, 
President Savings Banks Association 
the State New York and presi- 
dent Oswego Savings Bank, Oswego, 
Y., and the banquet committee, 
Henry Bruere, president Bowery Sav- 
ings Bank, New York City. 


Ten Dollars Per Thousand for County 
Funds 


seven banks Dodge County, 

Nebraska, whose ultimatum 
the county board supervisors re- 
garding service charge deposits 
public money was described the 
last page the January JOURNAL, re- 
port that they have won their point. 
The board supervisors has author- 
ized the payment $10 month per 
thousand all daily balances the 
county’s funds. Dan Stephens, 
president the Stephens National 
Bank, Fremont, Neb., estimates that 
$15,000,000 would added the 
revenues the nation’s banks simi- 
lar action could taken throughout 
the country. 

About year ago special com- 
mittee appointed the bankers’ asso- 
ciation Dodge County, appeared be- 
fore the board supervisors and re- 
quested compensation for handling 
the account the county treasurer, 
view the mounting costs 
banking. The board took action 
throughout 1930 and about the middle 
December was decided the 
banks concerned make move that 
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would force the board take action. 
The result was the ultimatum that 
the deposits question would re- 
fused unless the board allowed the 
banks’ claim for service charge. 

Within one month the board passed 
accepting the terms the ultimatum. 
Prior voting the question, mem- 
bers the board had consulted the 
county attorney who told them that 
the service charge would have 
paid the county would obliged 
find some place else put its 
money. The feeling exists among 
some the banks which participated 
the ultimatum, that mistake was 
made limiting the demand for ser- 
vice charge $10 per thousand, inas- 
much the statutes exact per cent 
daily balances, well surety 
bond. 

fact particular significance 
connection with the entire matter, 
that the banks were deterred from 
taking action for considerable time 
because fear that the county would 

(Continued page 731) 
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Loan Policy for Country Banks 


(Continued from page 673) 


averages less than one hundred dol- 
lars, and this class that en- 
counter our duplicate borrower. 


Unloaded Banks 


OANS made discount ar- 
rangement often bring into our 
banks, book accounts which the dis- 
counter could not collect, and which 
reduced note form, and passed 
the banks. The notes not 
generally represent our customers, and 
are inclined lean the dis- 
counter’s judgment instead our 
own, and take notes size 
that lose money before start. The 
note small amount found here 
volume pieces, but not volume 
investment. The bank surveys which 
have been made this year show 
range costs making loans, 
from $0.75 $3.50 per item, and 
many the loans which take for 
short periods the theory that the 
loss principal will not injurious, 
are, matter fact, the aggre- 
gate, costing more loss than sustain 
often the entire loss principal 
loan substantial amount. Then, 
there must also considered the 
maintenance cost these notes 
figure from $1.50 per thousand per 
month and up, which still further cuts 
down profit. The loan committees and 
officers cannot too careful grant- 
ing casual credits. 


Credit Bureau Helps 


HERE question but that the 
operation our credit bureaus 
has had part reducing our loss 
ratio from one eight one six. 
But even that cannot deliver its full 
power unless require from our 
borrowers statements their finan- 
cial condition, the lines credit 
$500 more. The duplicator can 
operate long our entire state 
not covered credit bureau system 
with overlapping lines, and long 
not require him disclose all 
his liabilities others. not 
enough take occasional state- 
ment, because borrower’s financial 
position may change rapidly, nor 
enough that the statement shows 
excess assets over liabilities. The 
statement dressed for credit, and 
must edited with discrimination. 
Either recurrent statements fre- 
quent intervals should required, 
operating statement should in- 
sisted upon. applicant whose 
operation record unsatisfactory 
not good risk, and line credit 
extended him becomes capital 
loan. All the unsecured lines 


shouid constant flux; and 
the larger centers, the borrower’s line 
should retired least annually, 
and rural community least once 
two years. Care should always 
taken the unsecured lines, that 
there nice distribution types 
borrowers, that the liquidation 
the notecase does not depend upon 
the economic condition any par- 
ticular kind business. Also, loans 
should not concentrated com- 
paratively few lines, but spread out 
evenly enough minimize the risks. 


Under Borrower’s Thumb 


CCOMMODATION paper often 

taken assist some line which 
has been granted the maximum limit 
and the bank finds necessary fur- 
nish further capital its investment 
will jeopardized, and consents 
granting such accommodation 
excess line which, thereafter, dictates 
the bank rather than the bank it. 
many cases, the accommodation 
maker has intention paying the 
loan, expecting the accommodated 
party it, and the banker, with- 
out previous knowledge the ar- 
rangement, finds himself with 
excess line. well within the 
bank’s right know the purpose for 
which any line credit granted. 
The requirement compensating bal- 
ances effectual check the 
accommodation loan. Further, lines 
credit extended local corpora- 
tions whose stock non-assessable, 
within the province the bank 
require from the directors stock- 
holders the corporation continu- 
ing guaranty. 

setting the loan program, 
there should ever-present policy 
keeping the largest possible amount 
able for rediscount for collateral 
purposes, and the latter has special 
significance the case real estate 
mortgages overdue maturity. 
These should kept current exten- 
sion agreements for limited periods. 

The investment the secondary re- 
serve one requiring some intensive 
study the range demand deposit 
fluctuation, the seasonal borrowing 
needs the community, the normal 
trends time deposits, and the vol- 
ume public fund deposits and muni- 
cipal financing. Within the past few 
years, have come realize that 
over-large deposits can present 
serious problem excess line, 
and can far more menacing the 
liquid position the bank. 

During these present times, the 


investment public funds, upon 
which continue pay too high 
interest rate, becomes matter 
vital importance. realize that the 
deposit should invested quick 
assets, but with bond prices uncertain, 
low yields from commercial paper, 
loans, government obligations, the 
prospect profitable investment 
not too good, and yet cannot all 
refuse receive municipal and school 
funds. are, therefore, forced 
maintain greater cash reserves than 
the statutory minimums, and make 
our investments these funds the 
highest grades investment. 

But not only public deposits are 
being paid rate interest that 
too high. There growing trend 
toward the payment interest 
daily balances commercial accounts, 
and while, many cases, service 
charges, per item, activity, and float 
charges are made these accounts, 
nevertheless, the margin profit 
the investment demand deposits 
that the variation bond prices 
downward with shrinkage de- 
posits can cause outright loss. The 
proportion each type quick asset 
investment can determined within 
reasonable limits, where careful con- 
tinuing analyses are made. For most 
bankers, secondary reserve means 
commercial paper bonds, and for 
many the smaller country banks, 
bonds have not been inspiration 
during the past few years. Yet, the 
highest grade, well selected and bal- 
anced bond lists are still showing ap- 
preciations, and are profitable well. 
Security and liquidity are, here too, 
the cardinal virtues, with yield being 
given much less consideration. 


Three-Fold Diversification 


the average bank, the diversi- 
fication investments should 
three-fold. should cover, first, types 
bonds—utilities, industrials, rails, 
and on; second, geographical loca- 
tion risks; third, 
each the types bonds, there can 
rediversification. For example, 
utilities, gas, electric, transpor- 
tation, communication, and 
again managements. There can 
rediversification every type. 
All the programs management, 
and particularly the smaller banks, 
require the judgment more than 
one person. matter how careful 
may be, the one man banker only 
human. His mental reactions, prej- 
udices, and social contacts all affect 
his loaning judgment. is, there- 
fore, wise precaution have active 
discount committees functioning with 
(Continued page 705) 
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1931 will probably witness broad upward trend the bond 
market whole. However, certain widely-held bonds will 
fall permanently the wayside. Others reflecting changes 
underlying conditions will remain depressed for months 
come, but will respond quickly the stimulus improved 
earnings. long list well-rated, first-grade issues should en- 


joy constantly improving market the year progresses. 


bonds (as well individual issues 


diced investment counsel doubly valuable this year. 
Bankers who found their bond account reserve-in-name-only 
the close 1930, will undoubtedly quick sense the 
cash value sound guidance their 1931 bond investments. 
And those bankers whose time was never full downright 


hard work local problems will hardly want repeat the 


experience managing bond account without 


officers, Moody’s Supervisory Service offers low-cost way 
putting the bank’s bond account squarely its feet; 
making pay its way year when banking profits cannot 
tolerate mark-downs forced sales permanently depressed 


bonds. offers, too, freedom from the laborious detail 


watching, analyzing and se- 

Moody’s Supervisory Service 

able its bank subscribers oadway 

1930. can help you solve the vexing problems your 
1931 bond investments. How much Moody’s Super- 
visory Service can help you, cannot tell until have 
examined the present set-up your bond account. you will 
write, shall glad send you explanatory booklet 


describing the function and operation this service, and 


discuss the matter either person mail, you elect. 
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Road Closed 


and office employees often walk miles 
going from desk safe and back again. Often 
they carry heavy ledgers and posting books 
this weary route. Time and efficiency are wasted. 
Money lost. 

Diebold Safe and Lock Company has closed 
this road from the desk the safe. has provided 
new short cut business efficiency develop- 
ing record safe with posting shelf that work 
can done records right where they are 
arranged for safe keeping. This new and modern 
addition efficiency the Diebold Record-Desk 
Safe. 


This combination desk and safe provided 
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with card trays several sizes. The posting shelf 


can moved from one side the other for con- 
venience. Old accounts can quickly removed 
and new ones added. 


The Record-Desk Safe will withstand two hours 


intense heat, based conducted our 
laboratory. will, therefore, give records the ade- 
quate protection the regular safe together with 
the convenience the desk. 


Twenty-four-hour Diebold protection for cash 
now available. Write for the Diebold booklets 


the various phases protection. Diebold Safe and 
Lock Company, Canton, Ohio. 


SAFE AND LOCK COMPANY, CANTON, OHIO 
SEVENTY YEARS BANK SERVICE 
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(Continued from page 702) 

him. Too many times, considering 
bank loan policies, the executives think 
only the applications yet made, 
and more less ignore the lines 
the portfolio, the correct disposition 
which may spell the success sus- 
pension their institution. board 
directors should asked make 
blanket approval all the loans 
granted during the month, after the 
credit has been given, unless they have 
had opportunity, through their dis- 
count committee, pass judgment 
before the loan was actually made and 
the money passed. 


Several Heads Better 


discount loan committee 

should meet least once each week, 
which time all obligations about 
mature should given consideration. 
The length time the loan has been 
carried, the condition the collateral 
security, any, review the bor- 
rower’s financial statement the line 
unsecured, the condition and ex- 


perience his deposit balance, 


the general outlook the borrower’s 
business, are all factors that require 
attention. This would permit crys- 
tallization the bank’s attitude 
the loan maturity, whether 
whether new additional security 
should substituted acquired, 


whether the use installment pay- 
ments should insisted upon. Definite 
instructions should noted, that 
any executive who may wait upon the 
borrower when comes in, will have 
notice. 

Then, the matter applications, 
much the same considerations can 
taken up, and the granting loans 
restricted those applicants who have 
moral well financial right 
borrow the deposits the community. 
The committee’s final duty that 
ascertaining from scrutiny the 
overdue paper, whether not their 
specific instructions and recommenda- 
tions, made previous meetings, 
have had compliance. Possibly some 
limit the authority the commit- 
tee may set the board direc- 
tors, but, any event, far the 
large loans are concerned, the board 
whole should follow closely the 
procedure the discount committee. 
their meetings, comparative state- 
ments such have been recommended 
the American Bankers Associa- 
tion should furnished each member 
that his interest sustained. 

With active board directors, 
active loan committee, and in- 
telligent and reasonable policy, there 
reason why every bank should 
not sound and solvent condition, 
safe for the depositor, profitable for 
the stockholder, and bulwark for 
prosperous state and nation. 


Bank’s Broad Field Public Service 


(Continued from page 676) 


mail campaigns and helped prepa- 
ration mailing lists. 

Rendered assistance developing 
industrial properties through the in- 
stallation railroad side tracks and 
switches. 

Furnished surveys 
warehousing facilities. 

Recommended local bidders, re- 
quest, out-of-town contractors hav- 
ing large contracts Buffalo. 

Suggested proceedings which might 
instituted against fake business en- 
terprises that harm legitimate under- 
takings. 

Informed interested corporations 
laws detrimental their doing busi- 
ness other states. 

Supplied shipping interests with in- 
formation Buffalo harbor. 

outgrowth our bank’s be- 
lief that bank can succeed only 
the city serves grows and pros- 
pers the policy under which the de- 
partment operated that its ser- 
vices are for the free use those who 
may wish utilize them and need not 


the slightest degree interfere with 
any satisfactory banking connection 
already made with any other bank. 
offered broadly Buffalo business 
without obligation discrimination 
for the sole purpose assisting 
accelerating the growth and prosper- 
ity Buffalo and its business enter- 
prises. 

That the service accepted the 
same broad spirit which ex- 
tended indicated the fact that 
fully many non-depositors have re- 
ceived assistance depositors. And 
the applicants come from all walks 
life. 

For example, there the case 
housewife who wanted advice 
whether was wise for her con- 
struct apartment, which she might 
rent for income purposes, the sec- 
ond floor her home. 

way contrast, there was the 
request nationally known indus- 
try which desired install six 10,000- 
gallon tanks carrying inflammable 
materials some its vacant prop- 


erty and connect them with the main 
plant pipe line extending across 
public right-of-way. 

When the job was given vice- 
president had visions trouble 
encountered dealing with the 
various municipal agencies involved, 
such the police and fire depart- 
ments, the city engineer, the city 
planning commission and_ several 
others. asked for help and the 
entire matter was handled through all 
the agencies until final approval was 
obtained from the city council. 


Not Customer 


HIS particular industry through 

past business connections and 
even social relations was tied 
with another bank that there never 
was the slightest hope getting any 
its banking business and, course, 
nothing that nature was suggested 
even thought of. was enough 
that some the corporation’s em- 
ployes were our depositors and what- 
ever benefited the corporation bene- 
fited them and could not help but 
benefit us. Nevertheless, was not 
very long after the job was done that 
this industry finding itself with sur- 
plus funds made most substantial 
time deposit with us. 

interesting note that al- 
most every instance where assistance 
given the applicant feels that the 
help requires vital the busi- 
ness and must kept ‘absolutely con- 
fidential. The fact that they will talk 
freely bank representative, even 
though they may not depositors 
the institution, indicates the high 
rating for integrity enjoyed bank- 
ing interests the business world. 
Where they will not discuss proposed 
plans with their trade associations 
the local chamber commerce for 
fear inadvertent slips leaks might 
prove injurious their aims, they 
feel that confidences reposed bank 
not only will not violated, but will 
guarded most rigidly. 

Yet there are paradoxes. For ex- 
ample, director another big bank 
recently asked that certain informa- 
tion obtained for him confidentially 
which could have been obtained just 
readily his own bank. Beyond 
the statement that knew one 
would ever know his request except 
himself and myself reasons were 
given asked why came 
us. 

Some transactions have 
guarded with exceptional care the 
estimation the applicants. Some 
time ago man high standing 
the community asked that find out 
what department stores, any, the 
outlying sections the city could 
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bought and what price. Because 
the buyers wanted their identity kept 
absolutely secret had been asked 
make the approach. The information 
was obtained and not until the deals 
had been closed did learn that the 
buyers were some our own big cus- 
tomers. 

the other hand, manufacturer, 
one our customers, who wanted 
location the district where was 
operating, did not come until 
had exhausted the efforts the 
chamber commerce, real estate men 
and railroad companies find what 
wanted. The only site found, meet- 
ing all requirements, was one costing 
about three times much could 
afford. 

When asked act hap- 
pened know that big manufac- 
turer his vicinity, few years ago, 
had bought land for expansion pur- 
poses and had not expanded. Con- 
fidentially were informed that 
some the land could had with 
the result that our client got the 
choicest tract all for about $15,000 
less than the site had wanted, but 
could not afford. 

About 4:30 o’clock one afternoon 
the telephone rang. The man the 
other end was the general sales man- 
ager for nationally known food 
concern, and customer the bank. 

“We have just learned that there 
has been merger two large chain 
stores down the state,” said. “We 
only know part the name one 
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them and don’t know where either 
located. But the merged store 
let big contract tomorrow. Can you 
find out the names the concerns, 
who has the letting the contract 
and where will let?” 

Banks being closed for the day, out- 
side channels information were 
used and 9:30 o’clock the following 
morning the sales manager had the 
information. o’clock the 
afternoon was the city down the 
state where the contract was awarded 
his company. Why multiply the 
illustrations? They are all kinds 
and demonstrate that the demand for 
this service widely spread the 
business world. 

have now been working long 
enough able say with cer- 
tainty that services this kind pro- 
mote good will, that they attract new 
customers and tie old ones more 
closely, that they help promote the 
welfare the community material 
ways and that they redound the 
benefit the bank both directly and 
indirectly. 

But, perhaps everything 
for example, with the best thought 
the larger and more progressive cor- 
porations which are more and more 
recognizing that there something 
due the public beyond the strict rou- 
tine providing well-defined ser- 
vice product and considering the 
incident closed with the collection 
the money due. 


The Big Seed Grain Loan 


(Continued from page 672) 


Upon receipt the various forms, 
submitted the county committees, 
the regional field office reviews each 
individual application ascertain 
all forms are properly executed; 
corrections additional information 
are required, the applicant prompt- 
notified. the application found 
for the purpose considering whether 
not loan can approved. Upon 
the approval application, which 
may not always for the amount re- 
quested, check made out payable 
the borrower. This check, accom- 
panied the original copy the crop 
mortgage, forwarded the depart- 
ment’s representative the county 
which the borrower resides. The 
county records are thereupon exam- 
ined, and prior liens are rec- 
ord, the mortgage filed the rep- 
resentative and the check turned 
over the borrower. the record 
reveals liens which would prior 
the mortgage given the Federal 


Government, the borrower required 
secure waivers giving priority 
the extent the Government’s ad- 
vance. 


Amount Specified 


EGULATIONS, governing the 
amount which can loaned 
each individual borrower, stipulate 
that loans will based the ap- 
proximate cost seed per acre, but 
not excess per acre for wheat, 
corn, cotton, oats and tobacco; $15 
per acre for truck crops (including 
potatoes and sweet potatoes), and 
for other crops. Loans for fertilizer 
will not made rates excess 
per acre except for tobacco and 
truck crops, for which the maximum 
rates will $10. Advances for feed 
for work stock will based the 
number animals required culti- 
vate the shown the bor- 
rower and the period for which feed 
required. 
The rate which advances are 
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made for fuel and oil used for crop 
production, will not exceed $2.50 per 
acre for the number acres 
cultivated this manner. the 
Northwest, loans for gas and oil, used 
for summer fallow, will also made, 


the maximum rate being $2.50 per 


acre. 

The maximum amount which will 
loaned any one individual varies 
the different loaning areas. the 
Memphis and St. Louis areas, the max- 
imum will $2,000. the Grand 
Forks area will limited $1,000, 
with the exception the State 
Washington where the $2,000 limit 
will prevail. the Washington, C., 
area, the maximum loan will $600. 
The rate interest all loans will 
per cent. 

The record other seed loan ap- 
propriations has shown that loans 
have averaged between $200 and $250. 
probable, however, that loans 
during the current year may average 
higher due the additional provi- 
sions covering advances for the pur- 
chase feed for work stock. 


Not New Policy 


present activity the Depart- 
ment Agriculture extending 

emergency loans farmers under 
special appropriations Congress 
not new policy. Six other appropri- 
ations many years have been ad- 
ministered under the department’s su- 
pervision. None these appropria- 
tions, however, has approached the 
present fund either amount 
the extent the loan areas. Appro- 
priations for seed loans previous 
years, with list the states 
which funds were loaned, are fol- 
lows: 

Montana, North Da- 
kota, Washington, $2,000,000. 

Montana, North Dako- 
ta, South Dakota, Washington, $1,- 
500,000. 

Mexico, $1,000,000. 

1927—Florida, $250,000. 

1929—Alabama, Florida, Georgia, 
North Carolina, South Carolina, Vir- 
ginia, $6,000,000. 

1930—Minnesota, Montana, North 
Dakota, Illinois, Indiana, Missouri, 
Oklahoma, New Mexico, Alabama, 
Florida, Georgia, North Carolina, 
South Carolina, Virginia, $6,000,000. 

Considering the type security 
which borrowers have been able 
offer and, also, the tremendous rush 
with which these loans have had 
considered, the loan experience has 
been reasonably satisfactory. Exclud- 
ing the 1930 loan which still the 
process collection, approximately 
per cent the advances have been 
repaid. 
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MONOLITHIC CONCRETE 


Makes 
blank wall 


Copies the booklet 
Concrete 
will mailed upon request 


Theatre, Hollywood, MARCUS PRITECA, 
SIMPSON CONSTRUCTION Contractors. 


PORTLAND CEMENT 


GRAND AVENUE 
Concrete for permanence and firesafety CHICAGO 
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Fitting Together the Great Rail Systems the East 


(Continued from page 670) 


all its recommendations the Inter- 
state Commerce Commission has un- 
qualifiedly placed the Reading the 
Baltimore Ohio family. 

From what has already been accom- 
plished fitting together the pro- 
posed four systems obvious that 
the greater part the task still 
accomplished lies educating public 
sentiment the necessity for unifica- 
tion the East and bringing mi- 
nority shareholders the point where 
they will accept the trades contingent 
securing working majority posi- 
tions independent lines. has 
been alleged that the consolidation 
was mainly benefit the bankers, 
being assumed that there would 
great deal profitable underwriting 
connection with it. matter 
fact, the actual amount such busi- 
ness contingent upon the approval 
the four-party plan small. What 
will probably happen most 
stances will the offer the stock 
trunk line carrier the share- 
acquired. There disposition 
float large bond issues and use the 
proceeds such offerings purchase 
new properties. The whole trend 
railroad financing the last few 
years has been away from enlarging 
fixed debt and toward the policy 
equalizing bond and share capital 
additional amounts stock. would 
destroy balance that has materially 
corrected former railroad credit condi- 
tions, the new situation were 
bring about return bond emis- 
sions large scale. 


West and South Watch 


promise satisfactory co- 

ordination railroads the 
trunk line territory has naturally re- 
opened the entire question railroad 
mergers other parts the country. 
Will the lines the South, Southwest 
and West postpone attempts get to- 
gether until they have concrete proof 
that the merger the East worth 
while will they anticipate pressure 
them for community interest 
offset some their present handi- 
caps and which, the same time, 
would the public interest? Only 
few days after the agreement be- 
tween the eastern roads was signed, 
the presidents the Great Northern 
and the Northern Pacific railways 
announced their shareholders that 
they would have abandon the con- 
solidation which they had been 
working for nearly five years. Al- 
though this has always been regarded 
one the most legitimate 
all possible consolidations, and free 


from any suspicion that had 
the prompting Wall Street, 


has encountered difficulties which 
made its 


likely that its failure will have 
greater influence those who have 
been promoting unification 
schemes than the fact that President 
Hoover has initiated and strongly rec- 
ommended the joining together the 
many separate parts the transpor- 
tation system now functioning the 
most highly competitive and densely 
populated section the United States. 

Those who have been the strongest 
advocates railroad consolidation, 
not only the trunk line territory but 
throughout the United States, are 
fully supported their present posi- 
tion the intent and spirit the 
Transportation Act well rec- 
ommendations made from time 
time the President the United 
States, the Interstate Commerce Com- 
mission, Congress and business or- 
ganizations. Nothing that now 
proposed contrary the accepted 
interpretation the Transportation 
Act. The rearrangement made 
one that will remove much the 
friction that has existed since the 
Baltimore Ohio purchased the 
Western Maryland and interest 
Wheeling Lake Erie and the Penn- 
sylvania Railroad acquired for its 
subsidiaries the Lehigh Valley and 
Wabash its own territory and hold- 
ings other lines outside its natu- 
ral domain. 


Signs Life 


ALL STREET has been shaken 

out its notion that the trans- 
portation industry had become deca- 
dent. Since the projected eastern 
merger was made known has re- 
vised its ideas the value car- 
rier shares. The country will have 
most patient, however, and pre- 
pared for long delay before the 
merger receives final official approval. 
the earliest not believed that 
this will possible before the sum- 
mer 1932. There enormous 
amount work preparing details, 
hearing petitioners, taking the testi- 
mony shippers, state railway com- 
missioners, and labor organizations 
and probably interventions the 
part minority shareholders. 

For one thing labor must satis- 
fied that the merger will not its 
disadvantage. may difficult 
establish this fact labor’s satisfac- 
tion. However, there unanimous 
agreement among the railroad execu- 
tives identified with the consolidation 


that nothing will done abruptly 
deprive men who have spent their 
active life railroad service 
their employment. not un- 
likely that some such plan 
was adopted the British railways 
when they merged ten years ago will 
put into effect here. Under the 
Railways Act 1921 every officer 
employee English railroad who 
had been service for period not 
less than five years and whose labor 
was dispensed with whose salary 
wages were reduced the grounds 
that his duties had been diminished, 
was entitled paid compensation 
for such loss and could appeal his 
claim board arbitration estab- 
lished for that purpose. signifi- 
cant that, spite the fact that 
per cent the economies the sug- 
gested consolidation the East will 
probably come from the payroll, there 
has been comparatively little objec- 
tion labor the consolidation plan 
since was announced President 
Hoover. 


Chief Benefits 


discussing other railroad mergers 
various times the JOURNAL 

have questioned their financial advan- 
tage. studying the newest these 
situations again difficult place 
one’s finger items other than labor 
that may substantially reduced 
when the four systems are finally 
whipped into shape. Railroad devel- 
opments the United States have 
established the fact that strong sys- 
tems are mainly the large systems. 
The small systems are generally the 
weak ones. The latter are also the 
irritants rate matters. There are 
many projects for meeting the new 
phases transportation competition 
that can entered into greater ad- 
vantage and less cost where four 
eastern systems are coordinated 
sentiment than when four times 
many have their individual policies 
consider. The matter unneces- 
sary new mileage disposed of. Ob- 
viously there would have been 
Pittsburgh West Virginia extension 
had the proposed consolidation plan 
been effect when this construction 
was discussed just there would 
have been Seaboard Air Line Flor- 
ida division, with its entailing losses 
investors, there had been gen- 
eral merger southern lines 1925 
and 1926. 

Competitive buying railroads 
the open market will also cease. This 
has been unhealthy condition 
the transportation world and costly 
those who it. Terminal 
projects tidewater and the chief 
industrial centers, involving vast out- 
lays capital, may accomplished 
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better advantage and least ex- 
pense where jointly effected and pat- 
terned meet the new com- 
petitive trends the times. the 
whole the present advantages east- 
ern consolidation appear 


creating better sentiment toward 
railroad securities and more hopeful 
outlook the transportation industry 
with the practical gains not easy 
appraise until the merger has been 
set and placed working order. 


Paradox Money Rates 
(Continued from page 698) 


the four constitutes widely used 
index money For the last 
three months 1930 this composite 
rate has probably been the lowest 
our history. The statement cannot 
made unequivocally since acceptance 
rates have been quoted only since the 
establishment the Federal Reserve 
System. During three months 
1929, April, May and July, this aver- 
age rate was 6.59 per cent. the 
last quarter 1930 stood 2.22 
per cent. How can account for 
the change and the unprecedented 
level? 

all communities organized 
private property basis where the in- 
dividual has reasonable chance 
securing for himself the rewards 
his own industry find continuing 
process capital accumulation. This 
capital merely the difference be- 
tween consumption and income. Those 
who acquire employ directly 
their own enterprises through the 
indirect financial machinery 
ciety extend its use others. There 
are periods when this community, 
passing through the ecstatic phases 
the business cycle, undertakes new 
projects such vast scale that the 
flow capital proves inadequate. 
Capital has its price and responds the 
same any other commodity ser- 
vice provided has free market. 
During 1928 and 1929 the demand 
for new capital forced its price into 
relatively high levels. This was 
further accentuated the general de- 
sire derive speculative profits with 
borrowed funds and the effort the 
Federal Reserve Board check this 
particular use capital. 

The end 1930 and the begin- 
ning 1931 provide 
contrast. Speculation chastened 
mood. The spirit promotion dif- 
fident. Capital seeking eagerly 
for profitable but particularly safe in- 
vestment. The reserve board, sens- 
ing keenly the political exigencies 
the situation, has dipped the level 
the rediscount and acceptance rates 
the lowest points history. The 
two market perennials, supply and de- 
mand, have reversed their positions. 

“This all very well far 
goes,” say John and Bill Harlow, “but 
why does this favorable turn the 
rates leave out the cold? Why 
give the speculators,” there faint 


suggestion teeth gnashing, “all the 
breaks 

Fair enough. During 
quarter the passed the 
total security loans demand and 
time, acceptances and commercial 
paper averaged approximately $4,000,- 
000,000. This compares with total 
loans and investments all the banks 
the country amounting little 
less than $60,000,000,000. The funds 
that flow into the money market are 
sense merely the free surplus left 
over after the banks have supplied 
the needs their regular customers. 
They may also part the liquid 
assets the bank which considers 
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them secondary reserve con- 
verted into funds instantaneously 
when the need develops. Such de- 
cline the rate received the bank 
actually impairs its income and re- 
duces its ability give its regular 
customers any concessions. Further- 
more, this money market rate has 
effect upon the price which new 
issues may floated. forces the 
banks bid higher for bonds and re- 
duces their yield. fact, care- 
ful balance made the effects 
low money market rate will 
found that the average bank finds 
far more difficult extend accommo- 
dation its client the customary 
rate than when market rates are 
higher. 

From the point view the bank 
the sacrifice income which low 
rates entail compensated two- 
fold advantage not possessed or- 
dinary advances its own patrons. 
Any one the so-called open market 
loans instantaneously liquidatable 
and losses are practically unknown. 


The Comptroller Restates His Case for Branches 
(Continued from page 668) 


troller would lend his office its sup- 
port. believes that the natural de- 
velopment branch banking would 
through the purchase existing 
country banks terms mutually sat- 
isfactory and that the conversion 
the small unit bank branch bank 
this process would have dis- 
turbing effect upon the local banking 
situation. 

Group banking, the opinion 
the Comptroller, has rendered highly 
constructive service not few in- 
stances group systems taking over 
small banks which have found them- 
selves position where they could 
longer function successfully 
independent existence. the other 
hand group systems rule have 
taken over only the stronger local 
banks prosperous communities, 
leaving the weaker institutions strug- 
gling for meager existence. Failures 
these weaker banks have left many 
communities wholly without 
banking facilities which his opinion 
could readily supplied branches 
the larger city banks with but 
minimum overhead expense the 
latter institutions. believes that 
group banking the main cap- 
able hands and includes some the 
best-managed banks the country, 
but the field group banking now 
open every type operator pro- 
moter, and believes that this con- 
stitutes source potential danger 
which should guarded against 
Federal supervision within the limits 
has recommended. 


calls attention the fact that 
group banking has had great- 
est development those states where 
branch banking prohibited and be- 
lieves that branch banking has high- 
important advantage over group 
banking its adaptability for exten- 
sion into the most remote hamlet, 
while generally speaking the advan- 
tages group banking are enjoyed 
only those communities which are 
able support well-managed inde- 
pendent bank. the other hand, 
“it does not seem desirable,” says 
his report, “to 
broad branching powers national 
banks enable them embrace 
single branch system the entire geo- 
graphical area now embraced sev- 
eral the larger group bank sys- 
tems.” This limitation balanced 
the statement the congressional 
hearing that: 

“Congress could not, course, give the 
large city state banks and trust companies 
in commercial centers a similar authority to 
establish branches (disregarding state lines), 
but way would open for such banks 
convert into national banks for the purpose 
gaining these branch banking privileges.” 

Probably would overstate- 
ment indicate that the position 
taken the Comptroller the annual 
report and this latest Congressional 
testimony with respect branch 
banking the final pronouncement 
the subject, but there doubt that 
the position taken, and especially the 
definite recommendations thus made, 
present the subject such way 
clarify the issue before Congress. 
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Territory Served the Northwest Bancorporation 


DIVIDENDS 
for consecutive years 


The Northwestern National Bank, 
Minneapolis, founded 1872 
the pioneer days the Northwest, 
the largest unit the 133 bank- 
ing institutions affiliated the 
Northwest Bancorporation. 

This institution has paid divi- 
dends for the past consecutive 
years. The same sound and conserv- 
ative banking policies which made 
this record possible, are today guid- 
ing the policy the Northwest 
Bancorporation. 

The men responsible for the 
management this great banking 
group and who serve its board 
directors have wide experience 
banking and the 
development industry and 
agriculture the Northwest. 


The Northwest Bancorporation 
today serving the people the 
Northwest through its institutions 
105 cities. these cities you will 
usually find the leading bank dis- 
playing the emblem the covered 
wagon which has stood symbol 
continuous and efficient banking 
service for years the trade- 
mark the Northwestern National 
Bank and now the Northwest 
Bancorporation. 


For further information which 
will explain how this bank group can 
serve efficiently your requirements 
the Northwest, write the De- 

partment Public Relations, 
Northwest Bancorporation, 
Minneapolis, Minnesota. 


NORTHWEST BANCORPORATION 


MINNEAPOLIS, MINNESOTA 
COMBINED RESOURCES OVER $495,000,000 
BancNorthwest Securities Division 


When writing advertisers please mention the American Bankers Association Journal 
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The record 
for bank patronage 


National Trust Savings Association 


CALIFORNIA 


KEYSTONE PHOTO 


Ocean Front, Long Beach, California. 


CONSOLIDATION 


Bank Italy 


More than depositors 


state which holds national records commerce, industrial prog- 
ress, horticulture and education...in civic enterprise, growth population and 
other phases development...also has the largest statewide branch banking system 
the United States, with over 1,750,000 depositors, 


The nationally known Bank Italy changed its name 
Trust and Savings Association” through consolida- 
tion with Bank America California. Both insti- 
tutions were identical ownership previous this 
consolidation and both were operating statewide 
basis. The united banks serve 243 cities with the high- 
est type metropolitan banking service. The com- 
bined resources total over one billion dollars. 


FOR ANY SPECIAL INFORMATION ABOUT 


CALIFORNIA 


q 
Write Bank America, Department California 
Information...Spring Seventh, LOS ANGELES 
...or No. Powell Street, SAN FRANCISCO 
Park, San Diego, tion...a National Bank...and Bank America... 


California State identical ownership 


and offices 243 California cities. 
When writing advertisers please mention the American Bankers Association Journal 
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The Condition Business 


Improved Sentiment Based Tangible Gains Industry. 
Production Steel and Automobiles Reviving Slowly. Nor- 
mal Year Expected Building. Unfavorable Factors Relate 
Past Conditions Special Situations Not Yet Corrected. 


beginning the new year 
has brought improved sen- 
timent circles. 
Definite gains 
activity are now beginning appear, 
steel production which increased 
from per cent capacity the 
end December per cent 
the start February. Automobile 
output being expanded conserva- 
tively and some authorities believe 
the forecasts 4,000,000 vehicles 
1931 are too low. The building pro- 
gram not expected exceed 1930, 
but will better balanced. num- 
ber industries are now speeding 
after taking their price cuts, such 
shoes, rubber tires and the textiles. 
Others strengthening 
their position through adherence 
curtailment, such copper mining, 
petroleum, sugar and paper. 


Good News 


financial circles there dis- 

tinctly better feeling, based the 
moderate rise the stock market, 
the ease interest rates, further 
liquidation loans and evidence that 
rural bank failures have passed the 
epidemic stage. Resources the 
Federal Reserve System are practi- 
cally untouched, whereas following 
the 1921 depression member banks 
were borrowing more than $2,000,- 
000,000. Bond prices have made 
marked recovery, and the character 
new issues 1930 and 1931 shows 
that the number given high “ratings” 
double that 1929. Savings de- 
posits have enjoyed notable increase 
during recent months, and year-end 
statements the finance companies 


show that instalment credit has 
weathered the storm excellent 
fashion. 


There another side the pic- 
sive list items that reflect past con- 
ditions special situations that have 
not yet been corrected. Industrial 
earnings statements reveal sharp 
decrease from 1929, averaging 
per cent, and the results for the 
third and fourth quarters studied 
alone they show much worse condi- 
tion than figures for the year 
whole. This has had striking ef- 
fect the so-called “equity” com- 


PASSENGER AUTOMOBILES U.S. 


Passenger car production and do- 
mestic registration millions 
vehicles 


mon shares, which participate the 
profits after 
charges, and the “price earnings 
ratios” based the last half 1930 
and probable earnings the first 
half 1931 not appear promising. 
Dividend omissions are still numer- 
ous and commercial failures continue 
high rate, although this but 
the natural aftermath business de- 
pression. 

addition unfavorable condi- 
tions numerous domestic indus- 
tries, continued large unemployment 
and persistent weakness commod- 
ity prices, Congress has added 
the spirit unrest its inability 
agree upon routine and relief legis- 
lation and talk extra session 
and, finally, its evident determination 
adopt the soldiers’ bonus proposal 
with little regard for the Treasury 
situation. World conditions are still 
generally depressed, with impor- 
tant country having emerged thus far 
and the low price silver seriously 
affecting the Far Under these 
circumstances, and considering the 
tariff barriers erected during recent 
years, the slump international 
trade was inevitable. 


Expansion Motor Industry 


ONDITIONS the automobile 

industry, whose production 
shown accompanying chart, will 
serve illustrate those prevailing 
Results 1930 showed sharp drop 
compared with the record year, 
1929, but nevertheless were not any 
means insignificant might 
thought from the loose talk heard last 
year. automobile industry can- 
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not standstill when pro- 
duces around 3,000,000 cars and 
trucks year. 

will observed from the chart 
that the percentage domestic reg- 
istrations total production was 
higher 1930 than any the five 
preceding years, which accounted 
for the fact that the surplus 
cars for export was smaller and that 
larger percentage production 
was sold consumers and registered, 
instead being added unsold in- 
ventories. 

Considerable concern has been ex- 
pressed the condition the 
automobile dealers, but believed 
that this has been notably improved 
during the past year. extensive 
investigation the dealer situation 
was recently made the Standard 
Statistics Company, which 
they drew number general con- 
clusions, wit: 


Favorable Outlook 


(1) That new car stocks the 
hands dealers are, the majority 
cases, the best condition 
years (for the industry general, 
competent authorities estimate that 
aggregate new stocks are the lowest 
five years). 

(2) That used car stocks, while de- 
cidedly spotty sectionally, are prob- 
ably moderately lower than year 
ago—at least the dollar amount tied 
per car smaller. 

(3) That failure dealers during 
1930 was extremely heavy. 

(4) That condition dealers re- 
maining business varies widely, 
the majority opinion 
while still relatively weak, the aver- 
age dealer will able remain 
business, although not capable 
operating the greatest efficiency. 

(5) That banks are examining 
dealer accounts carefully, and that 
dealer credit relatively tight. 

(6) That dealers are being aided 
materially major reduction 
overhead, various junking plans 
inaugurated manufacturers, 
saner trade-in allowances and 
generally more helpful attitude the 
part automobile producers. 

Reduction prices the Ford 
Motor Company considered the 
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automobile trade answer the 
move General Motors with its 
Chevrolet line the same direction 
early November. However, the 
Ford reduction has not gone far 
the Chevrolet cut, which ranged 
from $20 $40. not considered 
likely that the Ford move will have 
any materially upsetting effect 
trade conditions generally. Accord- 
ing reports, the Ford production 
schedule for the first quarter has 
per cent below the output during the 
corresponding period 1930. 


Steel Production 


LTHOUGH the rate steel pro- 
duction was given 38.57 per 
cent theoretical capacity for the 
month December, the usual curtail- 
ment the year end reduced the rate 
around per cent, from which 
has since been stepped nearly 
per cent the early part Feb- 
ruary. Pipe line construction, which 
was one the principal bolstering 
influences steel plant operations 
during the first nine months 1930, 
apparently will assume the same im- 
portant position the early months 
1931, manufacturers tubular 
goods report. 

not denied that the rise 
operations the steel industry, 
which regarded one the best 
barometers business, should 
favorably received. More important 
than actual production, however, 
the question how much steel 
actually consumed during the 
next few weeks. Automobile produc- 
tion will take increasing amount, 
also pipe lines, and the railroads’ sea- 
sonal purchases new rails, and 
building construction the type that 
uses structural shapes holding 
fairly well, but there yet little 
evidence increased consumption 
the part industry general, which 
always accounts for the major share 
output. Certainly the expansion 
output far has been fully 
the seasonal trend, and would 
far better hold per cent rate 
for the next several months rather 
than strike high rate, was done 
last February (85 per cent) and then 
have slow down for the balance 
the year. 

Overproduction steel this time 
would have the added disadvantage 
the mills threatening further 
price cutting, even though prices 
most products are low now that 
reasonable profit impossible. Dur- 
ing the year 1930 average the 
eight principal declined 
from $49.88 per ton $44.29, which 
was the lowest since 1916. The aver- 
age the years 1901-1913 was $37.11 
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per ton, which clearly shows why, 
view the much higher wages and 
shorter hours introduced since then, 
the United States Steel Corporation 
not even earning its common divi- 
dend and the smaller mills are even 
worse off. 

number extensive surveys 
the building outlook 
cently become available, one the 
most detailed which that pre- 
pared the Dodge Corpora- 
tion, which for many years has made 
business reporting all new 
building construction and alterations, 
from the announcement intentions 
build and the award contracts 
through the completion construc- 
tion. their survey for the current 
year, based actual data from the 
thirty-seven eastern states and partial 
estimated data for the rest the 
country, summary classes 
building given, from which the 
figures for 1930 and estimates for 
1931 are reprinted below: 


Annual Building the United States 
(In Millions Dollars) 


1931 1930 

Estimated Actual 

Commercial buildings..... $500 $711 
Industrial buildings...... 420 514 
Public and institutional. . 925 981 
Apartments and hotels... 580 435 
Residences ...........--. 970 805 
Public works and utilities. 1,375 1,601 
Miscel. (Under $5,000)... 1,036 82 
$5,806 $5,876 


Building Spur Recovery 


Dodge survey indicates that 
completion readjustment and 
beginnings recovery will seen 
the country’s building program for 
1931 and that these beginnings 
recovery are likely consist of: (1) 
definite upturn and definite in- 
crease total volume residential 
building; (2) more normally bal- 
anced building and engineering pro- 
gram than the one carried through 
1930; (8) broadening the scope 
building activity through having 
more numerous small projects; and 
(4) liquidation present surpluses 
commercial and industrial build- 
ing. While new construction pub- 
lic utilities companies may decrease 
somewhat, public building and en- 
gineering work should continue 
ample scale; any possible increases 
volume over these two classes, 
however, would probably the result 
campaign public works pro- 
motion public officials prosecuted 
even more vigorously than the public 
works program 1930. 
must remembered that larg 
volume potential building the 
line public works has been carried 
over from 1930 for the reason that 
takes months prepare the specifi- 
cations and actually begin work, 
also because the approval bond 
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process and many cases must wait 
upon submission voters the elec- 
tions. Real estate men seem 
somewhat divided prospects; 
some feel that improvement will 
witnessed 1931, while others are 
doubtful. 

Meanwhile the building materials 
industries suffer through curtailed 
output, which the case the lum- 
ber industry slumped per cent 
capacity January. Cement pro- 
duction also showed decrease last 
year, despite the larger portion 
building projects that use cement 
rather than lumber, etc., particularly 
road-building. 


Other Industries 


going down the list other in- 
dustries, the important question 

not whether the “turn” has come, but 
whether the various corrective proc- 
esses are proceeding the right di- 
rection. should clear any 
observer that betterment prices 
likely long burdensome stocks 
goods are overhanging the market, 
and most industries have this time 
become convinced the necessity 
strengthen their position relation 
the buyers their products. 
general reduction costs raw ma- 
terials justifies lower level whole- 
sale and retail prices, and the quicker 
that these reductions can passed 
along the consumer the better. 

Merchants and industry generally 
would well study the drastic re- 
duction prices announced the 
leading mail-order houses 
latest catalogues, and realize that 
price appeal more important con- 
sideration the public, its present 
circumstances and frame mind, 
than has been the case for many 
years. The record Macy 
Co., world’s largest department store, 
might also cited; this organization 
has just announced that sales for the 
fiscal year ended Jan. 31,1931, were ap- 
proximately $99,000,000, compared 
with $98,688,487 the previous year 
(notwithstanding the fact that, due 
alterations, its restaurant with 
substantial receipts was closed the 
greater part this past year). 
Macy’s has always followed the policy 
cash purchases and sales, rapid 
turnover and low prices. 

Copper producers 
fairly well their program for cur- 
tailment production and working 
down excessive supplies, and the price 
reductions that have been made have 
resulted good movement the 
metal into hands domestic and 
foreign consumers. 

(Continued page 732) 
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When the Depression History 


where will you be? 


VERY period depression 
the history the United 
States has been followed 


Industrial Production the 
United States—since 1884 


period expansion that ex- 
ceeded all its predecessors. 


What far-sighted ex- 


amining the chart shown here— 


can escape the conslusion that the 


path must soon lead upward? 


has poor faith, dim vision in- 
1930 
deed, who does not see—and does 


not prepare for—a restoration prosperity greater than ever. 


What are YOU 
going about it? 


The time make sure your share—or even more than your 
share—of the banking profits this revival portends now. Sound 
plans, executed today, will reap their reward six, nine, twelve 
months hence—when others are just awakening. 


The future your bank rests squarely the future that 
group, your community, who are the bulwarks its business. 


that group are your best depositors. There, too, are your best without the slightest ob- 


prospective depositors. ligation your part. 


Their business worth holding. Their business worth going 


have concrete plan that will help you both. letterhead, and mail. 


STANDARD 
STATISTICS CO., Inc. 


The Largest Statistical 


STANDARD STATISTICS Inc. 
200 Varick Street, New York 

Gentlemen: would like know more about your 
suggested plan action. This involves cost 
obligation part. 


— 
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WILL PAY HIS WAY, 
YOU’LL LET HIM... 


Your check needn't carried 
along the expense account. 
way. All needs chance. 

With our help you can give 
him fresh courage and added 
power. putting your check 
Monte National Safety 
Paper safe, distinctive, color- 
ful, durable you will give per- 
sonality this old employee 
gain for him the respect due 
his mission and your institution. 

And your customers, who 
have known him for years, will 
welcome him this smart and 
distinguished new garb. 

This good-will advertising 
value sturdy service that 
Monte provides..cut right into 
costs and upkeep. Our help 
sketches, samples, suggestions 
free for the asking and 
this good time ask. 

George Monte Son, 
Broadway, New York City. 


unusual sample book checks, 
onLa Monte National Safety Paper. 
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Let’s Take Down the 


Fences 
(Continued from page 661) 


districts the larger trading centers 
was common all sections the 
Southeast.” 

The trend toward consolidations and 
widenings trading areas seems as- 
sured but here and there find 
voice that seems the contrary. 
Ohio, “the attitude toward economic 
problems the reverse that toward 
the other aspects life. spite 
the friendliness and good feeling 
and cooperation many enterprises 
beneficial the community, the same 
spirit not expressed the business 
life. While often stated that far- 
mers and villagers are interdependent, 
ness that basis. The actual prac- 
tice that the investigator found 
well expressed the adage, ‘friend- 
ship all right its place, but busi- 
ness business.’” this survey 
real feeling cooperation with far- 
mers was found among the merchants 
but ‘their opposition cooperative 
enterprises among the farmers them- 
selves was reported the state in- 
vestigator, who also found farmers 
order houses for their purchases. 


Banks Small Places 


Michigan the survey showed that 

the larger towns were not fav- 
ored farmers for banking service 
were the smaller towns. Okla- 
homa one the chief reasons given 
farm families for banking where 
they did was the matter person- 
acquaintanceship; this factor ap- 
parently loomed large their 
choice bank did the more fa- 
miliar reasons proximity and the 
fact that other services can se- 
cured the town where the bank 
located. 

Patronage the smaller banks 
was interpreted different way 
the study New York State com- 


‘pleted few years ago. The facts 


and figures found the investigator 
suggested him that the villages 
the urban counties are transi- 
tion, with the farmers inclined 
use the banks the larger places, 
whereas the suburban counties the 
village banks had passed through this 
stage and were now service centers 
for the farmers. 

The fact emphasized Oklahoma 
its report undoubtedly has bear- 
ing here. “The farmer does not en- 
joy control certain community ser- 
vice agencies and institutions 
way commensurate with his support 
them. This true the services 


; 
~ 
4 
/ 
‘a 
| 
Viet. 
° 
4 
— 


February, 1931 


the bank, school, church, and lodge. 
However, the smaller the population 
center the greater the per cent 
control these agencies farmers.” 
Elaborating the matter concerns 
the banks the report states: larger 
per cent farmer patronage 
banks, with respect number de- 
positors and amount checking and 
savings deposits, and larger per 
cent farmer directors banks 
obtains the smaller centers than 
the larger centers. all the groups 
population centers considered, the 
per cent farmer directors banks 
less than the per cent farmer 
depositors, the per cent farmer 
checking and savings accounts. 
the two oil towns there were, the 
time this study, farmer direc- 
tors banks. Only two bankers 
the county report any special attempts 
promote the interests the farmer. 
The banker strategic position 
promote agricultural interests 
the community, and the same time 
foster wholesome town-country re- 
lations.” 


School, Church and Store 


ANKERS and other business men 
have been known, perhaps 
rare instances, criticize farmers 
for not making what seems the best 
use time, and even for owning 
automobiles and being seen out 
them too often. Perhaps such bankers 
will the first concerned about 
the fact that the present usual inade- 
quacy the community and the coun- 
try town means that many farmers 
must two three centers ob- 
tain satisfactory goods services for 
their farms and their families. 
Michigan, the trading interests ap- 
proximately one-half two-thirds 
the farmers are likely divided 
between two more towns. about 
half the instances the church at- 
tended the farmer not his 
chief trading center but two-thirds 
the cases the children’s high school 
the chief trading town which 
aids making one trip cover several 
kinds business and errands. 
Legislation that 
mined rural areas incorporate for 
general purposes local government 
exists, present, only North Caro- 
lina, but there are several instances 
special legislation other states 
that either permits such incorpora- 
tion the part one few 
specified areas, extends additional 
municipal powers few existing 
local units. Canada the province 
Saskatchewan working this 
direction under rural 
municipality law. 
The general scheme contemplated 
the North Carolina rural com- 
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Che 
Cleveland 
Company 


Banking Offices and near Cleveland 


ASSETS 


U.S., State, Municipal and Other 

Loans, Discounts and Advances 221,986,643.75 
Real Estate and Banking Houses 7,457,288.48 
Interest and Earnings Accrued and 

Other Resources 2,085,160.32 
Customers’ Liability Letters Credit 

and Acceptances Executed this Bank 7,624,056.93 


$316,549,938.34 


LIABILITIES 


Surplus and Undivided Profits 12,852,853.80 


Dividend 2nd, 1931 414,000.00 
Letters Credit and Acceptances 


Member Federal Reserve System 


Member Cleveland Clearing House Association 
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The Bankers’ Electric 
tive Association, through its 
| affiliation with the nation-wide 
A. D. T. organization, now 


offers unsurpassed Local 


Bank Alarm Service, available 
“ Write for descriptive bulletin. 
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A. D. T. Central Stations where 
alarm signals are received and 
where armed guards are ready to 
investigate. 


buzzing, grinding drill; the 

tap-tapping hammer, the roaring 
blow-torch—any disturbance upon 
the surface the vault attracts the sensi- 
tive “ear” PHONETALARM. This 
super-sentinel bank vaults electrically 
“hears” every sound silently 
“phones” warning through the 
Central Station authorities. Marauders 
are unaware this silent summons for 
police and operatives—capture 
practically certain. 


Give your vaults extra measure 
protection—with Central Sta- 
tion PHONETALAR\M, available all 
the larger cities the You will 
instill added confidence users your 
vaults. Write for details. 
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munity corporation act that rural 
areas (including hamlets, villages, 
towns with population under 5,000) 
ordinarily composed one more 
school districts may incorporate 
rural communities. These new muni- 
cipalities are given 
powers for local self-government. The 
chief governing body 
assembly all qualified voters gath- 
ered together annual meeting. 
This body enacts legislation within 
the extent its powers, makes the 
tax levy for municipal purposes, and 
elects the prescribed officers. The 
chief difference between this new unit 
and town village incorporation 
that the rural community still retains 
its identity state county grants- 
in-aid distributed rural areas just 
though had not incorporated 
this way. The maximum additional 
levy that the annual meeting may 
vote for all purposes, five mills. 
the dozen communities that 
have incorporated under this law, 
most are using it, yet, chiefly 
means obtaining additional rev- 
enues for the support their public 
schools. 

Best-known among the instances 
rural area that has been incorpor- 
ated special law, empowering 
more than other units rural 
government can now the same 
state, Plainsboro, New Jersey. The 
incorporation was granted 1919 
after petition carrying the signa- 
tures every voter the area 
support the plan 
the legislature. After the petition 
was granted the voters met body, 
drew declaration purposes, 
and adopted constitution providing 
for wider extent local powers 
self-determination, especially 
community development. 


Natural Units 


OOPERATIVE study carried 

the United States Department 
Agriculture brought the conclu- 
sions suggested many the 
state surveys—that local govern- 
ment measure’ its best 
possibilities, units local government 
groups people whose other inter- 
ests also unite rather than separate 
them, and that such units suffi- 
ciently capable expansion, contrac- 
tion, consolidation, land area 
covered people included, that they 
will able keep abreast mod- 
ern trends economic social 
groupings and 
Furthermore, these units. 
large enough provide adequate 
tax basis and volume business for 
the services local government 


performed within the area and for 
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other business and professional ser- 
vices offered, but not large 
make impossible first-hand per- 
sonal acquaintanceship between offi- 
cials and citizens, between citizens 
and local government problems, be- 
tween those giving business and pro- 
fessional service and their customers 
clients. For the rural family pecu- 
liarly values such personal relations 
acquaintance with its local offi- 
cers, its merchant, its editor, and its 
banker. 

time passes shall hear more 
and more this subject rural 
mergers which, although not new 
among advance thinkers, only now 
coming concretely before the more 
general public. the next annual 
meeting the American Country 
Life Association held Cor- 
nell University next summer, the pro- 
gram and discussions will 
around this theme readjusting 
rural governments for the sake 
social and economic improvement. 
The merging whole counties will 
come under consideration. Since this 
fact has already stimulated some new 
state studies, the impetus the 
movement that the actual meetings 
and discussion will give can readi- 
conjectured. 

Yet rural America will remain 
spite these widening boundaries 
and horizons, according Dr. Gal- 
pin. believes that the so-called 
urbanization the country will stop 
short certain boundary line be- 
tween conservatism and radicalism 
all respects. believes that the 
farmer the future will the 
market for high-grade goods and ser- 
vices demonstrated worth but that 
his habits thrift will prevail; 
will not over-buy call for profes- 
sional governmental service need- 
lessly for the farmer family expects 
pay for what buys and uses. 


Billions New Roads 


The Automotive Division the 
Bureau Foreign and Domestic Com- 
merce estimated recently that $3,000,- 
000,000 would throughout 
the world this year for the construc- 
tion roads. Facts gathered the 
Department Commerce indicate that 
much the increase such expendi- 
tures anticipated for 1931 the result 
desire many countries stimu- 
late employment. Two-thirds the 
total, approximately $2,000,000,000 
will spent the United States 
alone during the current year. The 
remaining $1,000,000,000 will spent 
principally Argentina, Canada, 
Mexico, Japan and Italy. The Italian 
Government has mapped out im- 
pressive road program which contem- 
plates the employment 60,000 men. 
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Gilbert Paper Co., 
Menasha, Wis. 


"The work this check was done man 


selling non-alterable After had made the 


statement that could entirely remove the writing 


from any check and having done with ordinary 


paper, was given this check for test. was 


made out fictitious name and the amount was 


$720.00. 


brown and 


His acids turned the entire check yellow 


brought out the written amount white. 


The check was lithographed Gilbert Safety paper, 


which specify all our orders for drafts and 


checks," 


GILBERT PAPER CO. 
Menasha, Wis. 


Please mail copy story Raised 
Check” without cost obligation. 


City. 


Yours very truly, 
Cashier 


Fill the coupon below. 
may the means saving 
you from substantial loss 
funds 


SAFETY 


State 
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Experienced Service 


Dependable Service 


Keenly alive the responsibility 


its name, tradition and position, 


THE PHILADELPHIA NATIONAL BANK, 
the oldestas wellas 
Philadelphia, offers its cor- 
respondent banks every advantage 
which RESOURCES, EXPERIENCE, 
FACILITIES and SOUND MANAGE- 
MENT can supply. 
Bank large enough for every financial 


service. Not too large for personal 


tion the needs each correspondent. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Trade Hurt Too 
Much Help 


(Continued from page 694) 


old, all work done hand? 
Thousands years hence unemployed 
archeologists may engaged dig 
the ruins lost civilization and 
will able measure the amount 
unemployment 1930 each city 
the size the pyramid. Waste, may 
argued, but more waste than the 
many “make plans advanced 
and even put into effect today! 

Some leading industry has gener- 
ally led the way out depression. 
Railroad building, revived agriculture, 
munitions, the automobile, and the 
building industry have paved the way 
for upturns business. Which in- 
dustry will point the way out the 
present slump? new industry will 
need built up, new uses for 
old products developed. For instance, 
has been suggested that while the 
building industry may not lead the 
way, possible that the making 
and sale devices for cooling homes, 
offices, and factories may furnish 
new outlet. Regardless the identity 
the leading industries, obvious 
that the “spend now” and the “make 
work” campaigns, successful, will 
retard the future power the public 
purchase the products new en- 
terprises the limitation sav- 
ings may even discourage their de- 
velopment. 


More Than Patriotism 


railroads, governments, public 

utilities, have been urged buy 
equipment, build roads, construct 
highways, erect buildings. But indus- 
try still depressed. What will the 
authorities now urge these organiza- 
tions buy? What will now take 
the slack? the railroads, govern- 
ments, and public utilities had insisted 
upon great reduction the price 
materials before beginning their pur- 
chases, sound basis for improvement 
would have been laid. Such resist- 
ance would have been regarded un- 
patriotic, but more than patriotism 
needed revive business. 

While most forms “making 
are ineffective and even harmful, the 
results may beneficial the addi- 
tional expenditures are for something 
permanent, tangible, and productive 
works and improvements which can 
only indirectly consumed, may 
built time when bank reserves are 
high and money abundant not 
interfere with draw funds 
from other industries. Their financ- 
ing means public loans pre- 
ferred since the bonds may paid for 
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out unused purchasing power 
from banks. means 
bank loans based upon these bonds 
collateral, the total purchasing power 
the people will expanded. The 
raising such funds taxation, 
however, would severely restrict the 
buying power many individuals es- 
pecially since the values property 
and the size the income are severely 
curtailed times depressions. 

The recovery likely even 
slower than would have been had 
not artificial pressure been exercised. 
Economic forces, hemmed and re- 
stricted, have habit, when unloosed, 
wreaking vengeance. 

century ago Macaulay inquired: 
“On what principle it, that when 
see nothing but improvement be- 
hind us, are expect nothing but 
deterioration before us?” Before 
strong revival can occur, however, 
business must rid itself the huge 
amount economic fallacy with 
which now entangled. must 
learn: 

(1) That high standard living does 


not mean high prices, nor do high 
prices mean a high standard of living; 


(2) That the price of a competitively pro- 
duced commodity cannot artificially 
stabilized 

(3) That the “buy now” movement is 
harmful since it overlooks the neces- 
sity for price reduction, assumes the 
existence of sufficient purchasing power, 
and tends to restrict capital formation ; 

(4) That a real recovery cannot be staged 
without a further reduction in the re- 
tail price level, thus stimulating the 
demand for articles ; 

(5) That a real recovery cannot occur 
without a lowering of the costs of pro- 
duction ; 

(6) That a real recovery cannot occur 
without a lowering of money wage 
rates, which, accompanied the reduc- 
tion other costs production and 
still more rapidly falling price 
level, will mean increased real wages; 

(7) That the maintenance of the high wage 
levels with an increasing employment 
in the face of low interest rates and 
falling commodity prices is a paradox ; 

(8) That the exportation of capital is not 
harmful to the United States; 

(9) That a return to the premachinery age 
is not possible with our present stan- 
dard living; 

(10) That attacks the methods regis- 
tering prices cannot serve a useful pur- 

(11) That prosperity cannot built 
word mouth. 


New Book 


INTELLIGENT PHILANTHROPY. 
Edited Ellsworth Faris, Ferris 
Laune and Arthur Todd. Published 
the University Chicago Press. 
322 pages. Price $4.00. 


This collection dozen papers 
various aspects philanthropy con- 
tributed persons selected for their 
eminence social, economic, religious 
and ethical fields. The work was under- 
taken the Wieboldt Foundation. The 
list contributors representative 
the entire country, geographically speak- 
Ing. 
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service for 
everybody 


BELL SYSTEM service 
country national that means 
service reaching, either over its own 
lines those connecting compa- 
nies, into practically every city and 
village. used every trade and 
profession, and has become indispen- 
sable the social and business life 
all the people. 

This widespread dependence the 
telephone emphasizesthe responsibility 
which rests the Bell System. 
provide and maintain the necessary 
plant, construction expenditures dur- 
ing the last five years have been more 
than $2,000,000,000, and esti- 
mated that this figure will exceeded 
during the next five years. 


The continuous demand for tele- 
phone service fundamental element 
the safety funds invested Bell 
System securities. 


May send you copy our 
booklet, Telephone 


BELL TELEPHONE 
SECURITIES CO. 


195 Broadway, New York City 
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Guaranty Trust Company 
New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1930 


RESOURCES 
Cash Hand, Federal Reserve Bank, and due 


from Banks and Bankers 


Government Bonds and Certificates 


Public Securities 

Stock the Federal Reserve Bank 
Other Securities 

Loans and Bills Purchased 

Real Estate Bonds and Mortgages 


Items Transit with Foreign Branches 


Credits Granted Acceptances 
Bank Buildings 


Accrued Interest and Accounts Receivable 


394,758,420.88 
187,502,167.48 
35,895,531.74 
7,800,000.00 
76,804,611.58 
1,118,665,411.69 
4,407,303.32 
15,006,730.61 
161,595,161.09 
14,798,925.79 
5,190,847.19 


$2,022,425,111.37 


LIABILITIES 


Surplus Fund 
Undivided Profits 


90,000,000.00 
170,000,000.00 
37,442,797.24 


297,442,797.24 


Accrued Interest, Miscellaneous Accounts Payable, 


Reserve for Taxes, etc 


Agreements Repurchase Securities Sold 


Acceptances 


10,646,413.70 
76,497,186.43 
161,595,161.09 


Liability Endorser Acceptances and Foreign 


134,603,676.88 


$1,263,591,244.91 
78,048,631.12 1,341,639,876.03 


$2,022,425,111.37 


What the Average Recovery Depositors? 
(Continued from page 656) 


quirements the law intended 
recommend them the confidence 
the public. These relate capital, 
the accumulation surplus (to pro- 
vide strength and safety factor for 
the creditors), the maintenance 
reserves (to able meet deposi- 
tors’ demands) and restraints upon 
lending and investing (to reduce 
risks). Furthermore the stockholders 
must pledge amount equal that 
which they have already invested 
hostage the integrity, wisdom 


and efficiency the bank’s officers. 
The banker expected stimu- 
late the vital spark enterprise with 
ample doses credit. must mini- 
mize risks and provoke breath 
suspicion regarding his prudence and 
honesty. Caesar’s wife was perfect 
wanton compared the fleckless fault- 
lessness the banker’s character. 
must bow the supervision the 
state and bond his infallibility with 
double liability his investment. 


the Public’s Mercy 


these three respects then the 

position the banker differs from 
that the average entrepreneur. 
the banker for community funds and 
its principal dealer risks his busi- 
ness health peculiarly and intimate- 
bound with that the community. 
The nature the banker’s liabilities 
leaves him the mercy the public’s 
fickle apprehensions. idle mali- 
cious rumor starts stampede 
hysterical depositors. every other 
line business the debtor receives 
least the same consideration 
the creditor. Not with the banker. 
His debts are, for the greater part, 
categorical and summary. His ac- 
counts receivable are conditional. 
the third place the banker has sub- 
mitted abridgment his rights 
and the freedom his judgment 
which leaves him class him- 
self. 

Nevertheless the elegiac notes 
the funeral dirge swell, the voices 
ment are heard more distinctly. Six 
thousand bank failures ten years! 
Involving $2,250,000,000 deposits! 
have borrowed the italicized word 
from the 1929 report the Comp- 
troller the Currency. those 
who know nothing the liquidation 
failed banks the sum conveys the 
impression losses depositors. 
The official mentioned did not estab- 
lish the distinction between deposits 
involved and deposits lost bank 
failures. The man the street 
not aware that such distinction ex- 
ists. 


Actual Losses Small 


ONSIDER the record for 1930. 

About 1,100 banks have failed 
with deposits amounting 
mated partly) $800,000,000. This in- 
cludes three large banks, two New 
York City and one Philadelphia 
which account for almost one-half 
that total. the time writing 
seems reasonably certain that 
least two these institutions will 
reorganized and that the third might 


able pay 100 cents the dol- 


lar. This would immediately cut the 
horrendous aggregate half. study 
national bank failures and subse- 
quent liquidation since the Civil War 
reveals the fact that depositors 
the average recover about ninety cents 
the dollar! 

There intention here miti- 
gate the seriousness bank suspen- 
sion and failure even the depositor 
does manage salvage the greater 
part his claim from the wreckage. 
client who has counted his deposit 
much liquid cash available 
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his draft the announcement that the 
bank has deferred payment calami- 
tous. immediately freezes his own 
business not mention any pro- 
gressive coramitments which may 
have made and causes him grave em- 
convenience rather than loss. 
many cases can borrow against 
his certificate deposit and eventu- 
ally the bank thaws out its assets 
pay back the greater part his 
claim. 


Way Contrast 


HAT contrast with the con- 

sequences ordinary com- 
mercial failure! Sixty per cent 
these suspend without any assets 
whatsoever. The expenses adminis- 
tration absorb the assets large 
part the remainder. the time 
the average creditor the com- 
mercial bankrupt takes stock finds 
that his dollar claim against the debt- 
has shrunk cents. (The fig- 
ures quoted are taken from the statis- 
tical appendices Colonel Donovan’s 
report Bankruptcy Reform.) 
slim are the chances recovery, 
costly the process and indulgent 
the law that per cent the claims 
are abandoned impatient pos- 
sibly wise creditors. During the five 
year period 1924, June 30, 
1929, commercial bankruptcies have 
resulted $3,800,000,000 losses. 

spite the excellent compara- 
tive record our banks their detrac- 
tors are dipping ardent brushes ink 
and painting the picture black. The 
long sad list has been used in- 
dictment the American system 
banking and students more eager for 
reform than discerning their ex- 
amination the facts have proposed 
the summary remedy extinction 
for our unit banks. Branch banking 
has been brought forth the all em- 
bracing remedy. 


What History Says 


indicate how far mistaken 

may this matter neces- 
sary back the decade fol- 
lowing the panic 1837. the single 
year 1839, 403 out total 850 
banks failed, 47.6 per cent. During 
the entire ten years 1921-1930 about 
6,000 banks have failed out 
original total 30,000, per cent. 
the earlier period the failures were 
freely attributed branch and chain 
banking and unentangled independent 
banking was urged the remedy. 
prior the Civil War and 1863 
Congress excluded branch banking 
the National Banking Act. the 
present time the independent bank 
has been rather freely indicted and 


AKRON DALLAS HOUSTON NEW YORK 
ATLANTA DAVENPORT INDIANAPOLIS OMAHA SEATTLE 
BALTIMORE DAYTON 
BIRMINGHAM OENVER KALAMAZOO PITTSBURGH TOLEDO 
BOSTON DETROIT ” KANSAS CITY PORTLAND, ME. TULSA 
BUFFALO ERIE LOS ANGELES PROVIDENCE waco 
CANTON FORT WAYNE LOUISVILLE READING WASHINGTON 
CHICAGO FORT WORTH MEMPHIS RICHMOND WHEELING 
CINCINNATI GRAND RAPIDS MIAMI ROCHESTER WILMINGTON, DEL. 
CLEVELAND HARTFORD MILWAUKEE ST. Louis 
COLUMBUS HUNTINGTON, MINNEAPOLIS ST. PAUL YOUNGSTOWN 
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Analyze 
Your Business 


THE FUTURE Business depends the 
soundness and the rightness the individual 
organization now. complete analysis your 
business most desirable—an expert study, 
detail, all all departments, 
quite like physician’s examination and diag- 
nosis guard your health. 


Analysis proves whether the business sick 
any weakness, making possible 
the prompt application the proper remedy. 


Safe and steady progress, unrestrained 
doubt fear, assured only when the enter- 
prise condition proven health—when 
the management has clear consciousness 
strength, with the safe confidence and sane 
courage inspired by. facts. 


Good Management considers Modern Accoun- 
tancy the experienced diagnostician bus- 
iness, because analyzes and interprets 
conditions—and helps lay the safe and sane 
foundation for the future health business. 


ERNST ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


SAN FRANCISCO 


JACKSON, MISS. PHILADELPHIA TAMPA 


WINSTON-SALEM 


NEW ORLEANS SAN ANTONIO 


branch banking urged remedy. 

view all the circumstances 
our bank failures are not devastat- 
ing they have been painted. The ex- 
traordinary credit inflation the war 
and post war period and the subse- 
quent collapse; the prolonged depres- 
sion agriculture; the far reaching 
changes the distribution popula- 
tion, transportation, merchandi- 
sing, and the benign guiding hand 
Washington many forms private 
enterprise have been powerful con- 
tributing factors beyond the control 
the individual banker. 


EXPERIENCED BANKER 


actively engaged vice-pres- 
ident well known New 
York bank, would consider 
responsible banking position 
smaller community for 


personal and family reasons. 
Age forty-nine years, credit 
expert, thorough banking 
background. Address Box 
care American Bankers 
Association Journal. 


W.VA. 
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The 
New York Trust 
Company 


Capital, Surplus and Undivided 


COMMERCIAL BANKING 
and FOREIGN 


CORPORATE 
ana 


PERSONAL TRUSTS 


BROADWAY 
40TH STREET AND MADISON AVENUE 
STREET AND FIFTH AVENUE 


Combination Safe Cure for Overproduction 
(Continued from page 690) 


come Aristide Briand’s scheme for 
“United States Europe,” but the 
underlying philosophy his proposal 
industrial and trade combination. 
significant that this movement 
toward combination continues spite 
the fact that the results such 
organizations far have been little 
nothing where they have not been actu- 
ally disastrous. Taken whole the 
cartel system Europe has been 
distinct failure; also have been re- 


strictive combination measures 
such those governing the produc- 
tion copper, tin, rubber and several 
other commodities other parts 
the world. may be, confidently 
asserted various European inter- 
ests, that these combinations have 
failed because they have been com- 
paratively narrow scope and imper- 
fect organization. all events 
they have failed under the pressure 
adverse conditions and some 


cases after years trial and effort 
under the pressure extreme neces- 
sity make them successful. 

Perhaps there something espe- 
cially significant the fact that the 
more successful combinations have 
been those which have had less regard 
for the restriction production than 
for the widening markets. Eu- 
rope, especially, this latter phase 
the movement has become more and 
more prominent and cooperative ef- 
fort widen markets has freely 
crossed international frontiers, has 
brought enemy nations together and 
has resulted common effort between 
widely separated interests. Such com- 
binations include working agreements 
between coal producers Great 
Britain, Germany and Poland and the 
export restriction agreement between 
the larger sugar producing countries 
all over the world. The sole remain- 
ing effective function the European 
steel cartel its organization fur- 
therance the distribution its 
products abroad. 

The effort British manufacturers 
regain British trade South 
America and especially the Argen- 
tine evidenced the new visit 
the Prince Wales that 
part the world evidence 
combination for distribution which 
has sound foundation. There 
“Federation British Industries” 
functioning Great Britain which 
has for its object the furtherance 
British trade through combination, 
but which also working the way 
send delegation Canada March 
explore the possibilities co- 
operation between British and Cana- 
dian industrialists order that co- 
operation may substituted for com- 
petition. Back the organization 
this mission the hope that, through 
combination now denied American in- 
dustrialists, British industry may sup- 
plant American industry furnish- 
ing Canada with many its imports. 

Hard and fast combinations 
American industry and commerce 
never will easy both because 
restrictive laws and public sentiment 
and also because the spirit initia- 
tive and enterprise among American 
business men does not permit them 
bound limited their under- 
takings for any considerable time. 
Nevertheless evident that much 
can accomplished combination 
the way gathering data 
production and consumption, vol- 
untary cooperation the limiting 
production possible sales has 
been done automobile manufactur- 
ers the past few months, and espe- 
cially research and cooperation 
the promotion sales this and 
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other countries. The world will never 
impoverished production pro- 
vided its products can distributed. 
Admitting that production needs over- 
hauling and regulation control, 
would seem that room for greater 
achievement under present conditions 
the United States lies increasing 
and improving industry’s distribution 
facilities. such lines there cer- 
tainly opportunity for combina- 
tions which will work the benefit 
all concerned. 


Gold Seeks Its Own Level 


(Continued from page 686) 


the fact that there still ten- 
dency toward periodical inflow 
gold into those countries. Both are 
powerful magnets for gold, the United 
States because has for years been 
important creditor country and be- 


cause .vigorous efforts are being made 


expand its exports manufactured 
goods, while its tariff policy aims 
minimizing imports, and France be- 
cause has large balances abroad and 
its currency needs are increasing rap- 
scale would least tend stop the 
inflow gold into those countries and 
might also tend bring about the 
export some gold therefrom. 


Banking Business 
Washington 


(Continued from page 663) 


desirable. The loan secured 
every instance the certificate and 
rediscountable any Federal re- 
serve bank. Moreover, any bank would 
rediscount such paper there, regard- 
less its membership non-mem- 
bership the Federal Reserve Sys- 
tem. 

Further, the lending bank always 
could count the per cent differ- 
ential between its rediscount rate and 
the rate was privileged charge 
the borrower. banks specializing 
small loans gilt-edge collateral, 
the certificates made definite ap- 
peal. 

The certificates which form the 
security for these loans have aver- 
age face value $1,010 payable 
twenty years from date issue. The 
maximum face value $1,590, the 
minimum $125. The loan value 
each certificate, like that life 
insurance policy, increases each year. 
the present time the maximum 
loan value certificates issued 
January, 1925, about 2214 per cent 
their face value. Last year was 
about per cent. the end the 
nineteenth year, the loan value will 
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Foreman-State National Bank 
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NEW YORK 
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1604 Russ Building 


become per cent the face the 
certificate. 

Thus loan values increase more 
rapidly each year than the interest 
which may charged the borrower. 
Borrowers who neglect pay interest 
their loans find, nevertheless, 
the end the year that they still 
can borrow little more. The un- 
paid interest added then the 
principal the loan and thus com- 
pounded annually. 

The greatest single issue cer- 
tificates was made Jannary, 1925. 
follows therefore that the veterans’ 


bureau’s requirements are larger 
January than any other month. 
For the remaining eleven months 
1931, for instance, the average re- 
quirements are estimated $8,000,- 
000 month. 

Somewhat more than one-half 
the veterans who obtained certifi- 
cates have not borrowed them 
thus far. The bureau places the 
number outstanding certificates 
about 3,400,000 and the number 
borrowers about 1,600,000. Total 
loan value outstanding certificates 
the present time runs approxi- 
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COMPLETE INVESTMENT SERVICE 
FOR BANKERS 


you need 


speed 


your investment transactions? 


Our private wires—11,000 miles them, connecting 
offices more than principal cities— 
are your service. 


The National City Company 


National City Bank Building, New York 


BONDS SHORT TERM 


mately $725,000,000. Only $300,000- 
000, however, has been borrowed. The 
total face value outstanding cer- 
tificates approximates $3,500,000,000. 

the money-lending transaction, 
the Government itself makes nothing. 
Government insurance policy holders 
profit through the somewhat higher 
interest accruing their reserve 
fund. There are 647,000 Government 
insurance policies effect, 
holdover from World War days when 
the Government wrote such policies 
low premiums upon its soldiers, 
sailors and marines. These policies 
average somewhat more than $5,000. 


NOTES ACCEPTANCES 


the veterans’ bureau required 
follow formula written into the law. 
are lending banks. the case 
the bureau loans vast amount 
detailed bookkeeping must done, 
and the cost all this work borne 
the public treasury. Some idea 
the tedious detail may glimpsed, 
perhaps, connection with the an- 
nual adjustment the interest rate 
each individual certificate. 

That must done once year. 
borrower who paid per cent his 
loan the financially tight year 
1929, for instance, now may pay only 


per cent. Every one those 1,600,- 
000 loans must checked once 
year make adjustment that 
sort where warranted. 


The Present Outlook 


UST now there 
agitation pay the holders cer- 
tificates greater proportion the 
face value their papers. Public in- 
terest has veered sharply the sub- 


Unfortunately, however, there 


has risen considerable misunderstand- 
ing some the details. was 
assumed, for instance, when the $20,- 
000,000 estimate was made for Janu- 
ary loans, that much more would 
needed for February, for March 
and for succeeding months. Such, 
however, not the case. Total lend- 
ings for 1931, under existing law, 
will approximate estimated total 
$110,000,000. 

The bureau not keen acknowl- 
edge that the banking busi- 
ness. The statement true far 
goes, official told recent- 
ly, but his eyes does not far 
enough. does not cover the whole 
case. 

“The original act,” said, “pro- 
vided that loans were made 
national banks any banks trust 
companies incorporated under the laws 
any states, territories, the Dis- 
trict Columbia. However, be- 
came necessary later amend the 
Act authorize the veterans’ bureau 
also make these loans since the 
majority the banks the country 
had shown decided reluctance ac- 
cept this business.” 

thought likely that many vet- 


who have failed thus far 


pledge their certificates for loans may 
find desirable borrow the near 
future. Commercially such business 
may more attractive now than 
was 1927. The loan value now 
about per cent the face the 
certificates issued January, 1925. 
was per cent 1927. the 
average face value the certificate 
$1,010, will seen that the aver- 
age loan value now runs about $225. 
The certificate deposited col- 
lateral and both principal and inter- 
est are the Govern- 
ment. 

Banks contemplating the making 
such loans, however, would well 
familiarize themselves fully with 
the law. The rate interest that 
may charged cannot exceed the re- 
discount rate 90-day commercial 
paper Federal reserve banks 
more than per cent. other charge 
may made and penalties are pro- 
vided for infraction this mandate. 
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Unemployment Insur- 
ance—Then What? 


(Continued from page 680) 


nation. But when workers, the 
country’s producers, are invited ac- 
cept it; living promised 
without labor, becomes menace. 
Any scheme which tends make the 
government supreme all economic 
matters and the individual completely 
reliant the state for his support, 
will, the last analysis, place the 
government the control the idle. 

socialists can, step step, make 
the individual reliant the state for 
protection against unemployment, 
sickness, invalidity, old age, etc., they 
will, indirection, ultimately succeed 
what they could never directly— 
establish state which will control 
our entire destinies 

Apply the United States, the ex- 
perience Great Britain. With 5,- 
000,000 persons unemployed, this na- 
tion would the position 
operating industry and the govern- 
ment for the benefit the idle, 
whether not they were idle for good 
reason. strikes and threat- 
ened strikes Great Britain’s linen 
and shoe industries well the 
railways are certain aggravate 
further the situation far England 
concerned. 


By-products legislation, like by- 


products industry, are often 
more vital factors for good evil 
nation’s economic life than the 
industry. Long-range planning in- 
dustry has made for permanence and 
stability. Long-range planning leg- 
islation would appear equally 
advisable. 

Both the German and British gov- 
ernments are famed for their effi- 
ciency, yet both are today staggering 
under the burden expensive social 
legislation. The United States Gov- 
ernment and the state governments 
are notorious for their waste and in- 
efficiency. Would 
surance, the hands our govern- 
ment, more efficiently administered 
than Europe? 


Time for Caution 


business head, “or indulge 
experiments government owner- 
government control busi- 
ness. Cities, states and the Federal 
Government will find difficult bal- 
more difficult raise, and any action 
governments that lessens the earn- 
ing power business will immediate- 
injure those governments.” 

The government only strong 
the earning power the property 
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United States Government 


Depository 


AND 
TRUST COMPANY 


STATEMENT CONDITION 
the close business December 31, 1930 


Resources 
Cash Hand and due from Federal 


Reserve and other 


United States Government Bonds 

Demand Loans Secured Collateral 

Time Loans Secured Collateral 

Federal Reserve Bank and other 

Customers’ Liability Account Ac- 

Acceptances other Banks Purchased 

Accrued Interest Receivable 553,067 .99 
$344,172,204.12 

Liabilities 

Capital. $16,200,000.00 

Undivided Profits 36,286,256.39 

Reserves for Dividend, Taxes, Interest, 

Unearned Discount 


Acceptances executed for Customers 
Acceptances other Banks sold with 


Deposits 


9,583,580.20 
None 

261,917,993.99 


owned its citizens. Earnings make 
jobs; jobs are the basis savings 
accounts, and industry lives and ex- 
pands savings accounts. Break 
link this chain and industry 
ceases produce; the worker becomes 
subject for dole, either from the 
state from individuals. 

Twenty years ago, the manufac- 
turers this country made world 
study compensation insurance, 
safety measure, for the benefit 
employer and employee. Largely 
through their efforts, became law 
nearly all the states. Today, in- 
dustry spending vast sums 
money, and engaging the 
study pension plans, unemployment 


insurance and retirement systems, 
and private. 

the past, industry has always 
been equal emergency situations, 
eloquently attested the position 
American industry and capitalism 
the world economic picture. Should 
not industry and so-called big business 
left unhampered again prove it- 
self equal the harassing problem 
the moment? 


Group Banking and Your Directors 


Every one of your directors is interested, both for 
himself and his bank, in the group banking movement 
and legislative proposals concerning branch — 


The JoURNAL thoroughly covers all the new 

ments in this, as in every other branch of banking. 
If your directors are not already being supplied with 
the JouRNAL, let us tell you—now—about our Group- 
subscription plan. 
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NATIONAL TRUST SAVINGS BANK 


Los ANGELES 


Statement Condition December 31, 1930 


RESOURCES 


74,992,940.05 
420,000.00 


Stock Commercial Fireproot Building 


Head Office Building 


383,825.00 


Bank Premises, Furniture and Fixtures, and 


Safe Deposit Vaults (including 


Other Real Estate Owned 


Customers’ Liability under Letters Credit and Acceptances. 
Redemption Fund with Treasurer 


Other Resources 


TREASURY 


COUNTY, MUNICIPAL 


and OTHER 


8,040,436.17 
37,500.00 
696,947.41 


8,464,729.87 


LIABILITIES 


Capital Stock ...... 


Dividend Payable January 1931...... 
Reserved for Taxes, Interest, Etc...... 
Discount 


Circulation 


9,000,000.00 
250,000.00 
208,806.59 
110,319.02 
750,000.00 


Letters Credit and Liability Acceptor 


Acceptances and Foreign Bills.. 


Other Liabilities 


45,952.73 


Los Angeles banking connections are increasingly important, with the advance 
the west, and the growth world commerce through the Los Angeles Harbor. 
The CITIZENS, providing complete service the Los Angeles 
area, invites correspondence. 


How Finance the Individual 


Automobile Buyer 
Hoos 


Auditor, Central National Bank, Oakland, California 


plan under which provide 

cash funds for the purchase au- 
tomobiles individuals who repay 
monthly installments. The new 
department has become wel- 
come outlet for surplus funds and 
highly valued from earning stand- 
point because the money turnover 


months ago adopted 


decidedly rapid comparison with 


commercial note loans. these au- 
tomobile financing transactions 
have reversed the usual procedure and 
deal direct with the purchaser instead 
through the dealer. Thus 
analyze the credit standing 
the applicant and accept only such 
risks conform every respect 
sound banking requirements. 

This personal contact practically 


eliminates questionable risks and en- 
ables handle the business 
rate that appealingly low com- 
parison with that demanded the 
traditional methods automobile fi- 
nancing. matter fact, re- 
jections have been notably few; ap- 
pears that announcements, 
through the mediums newspaper 
advertising and folders, have appealed 
primarily those who know some- 
thing banking practices and stand- 
ards. have suffered 
whatever and delinquencies have been 
negligible. 


average automobile dealer 
reacts favorably the idea. 
him this new plan financing means 
welcome cash sales and the complete 
elimination 
ment details and always menacing 
liability. have heard 
expressions approval and our 
files contain many commendatory let- 
ters. matter general policy 
the plan sound and harmonious. 
all-concerned. does not disturb our 
relations with dealers who need help 
carrying their installment accounts 
under the old system. 
Every detail the plan had been 
previously worked out and tried out 


ists automobile financing. 


agreement, they furnish with 
instruction manual, provide all printed 
forms, both legal and operative, that 
are necessary for the proper handling 
the department. Through the me- 
written one the largest indem- 
nity companies the country, they 
protect against loss principal 
through repossession, thus removing 
the necessity for having automo- 
tive expert our organization. 
the contrary, any man note-teller 
capacity can handle this type loan 
under these conditions with safety. 
The organization which developed the 
plan and with whom arranged for 
its use gets its reward from over- 
riding commission all insurance 
policies that are necessary part 
each auto-loan transaction—fire and 
theft, conversion and confiscation, and 
some form collision protection. 


ERHAPS the best way tell the 

story outline typical case: 
The prospective customer, having de- 
cided the car wants -to buy, 
comes us. has old car, its 
value has, general thing, been 
appraised the dealer. then 
satisfy ourselves the propriety 
the balance due the purchase 
reference the most conservative and 
authoritative used-car valuation book. 
the car not being sold reli- 
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able dealer who known 
have appraised for small fee, the 
driving into our ap- 
praiser’s place business. 

new cars, used cars under 
eighteen months old, the installment 
payments may extended over 
eighteen-month period. the case 
other used cars, which any event 
must not more 
months’ old, hold twelve-pay- 
ment contract. The customary rate 
deals paid twelve months 
per cent; there are eigh- 
teen payments the usual rate per 
cent. The cost, insurance added 
the balance due the car, and in- 
this sum the flat rate just 
noted also added before the monthly 
payments are computed. Incidentally, 
require down payment least 
third, either cash trade-in 
equivalent, combination the 
two. The down payment requirement 
stepped for certain high priced 
cars and others having active mar- 
ket. The insurance requirements 
which have been previously mentioned 
are definitely fixed protection 
all concerned. There are applica- 
tion fees other charges; the inter- 
est rate takes care everything ex- 
cept the insurance policy premiums. 
Should contract paid any 
time advance the schedule 
refund unearned interest month- 
pro-rate basis. 

not require that the contract 
endorsed third party. Our 
rather sizeable down payment 
quirement gives substantial 
equity the car all through the 
monthly-payment period. Also our 
own check-up the customer re- 
gards the general credit and moral 
risk gives the cream the busi- 
ness. deal does not look good 
from any angle not hesitate 
turn down. After the automo- 
bile dealer has executed bill sale 
and produced certificate title 
receives check for the unpaid bal- 
ance and the transaction closed 


the applicant not customer 

our bank ask for the custom- 
ary credit references, and these can 
usually checked over the telephone 
clerk while the other details are 
being discussed. the 
new department has drawn consider- 
able new business other sections 
the bank. courtesy that obvi- 
ously order many borrowers have 
transferred their accounts us. 


not hesitate give this plan credit 
for being distinct stimulant our 
general business. 

general thing can close 
auto-loan transaction one sitting 
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WHEN YOU INVEST 


You invest its 125 Subsidiaries 


When you buy Cities Service Common stock you are not put- 
ting all your eggs one basket but 125 different baskets. 
investment this Common stock carries with equity more 
than 125 subsidiaries Cities Service Company which serve 
nearly million families 5,000 communities throughout the 


United States and Canada. 


Cities Service subsidiaries supply electric light and power 
such cities Denver, Toledo, St. Joseph and Joplin. Others fur- 
nish natural gas Topeka, Kansas City, Little Rock, Shreveport 


and other cities and towns. 


addition, the Cities Service petroleum subsidiaries form 
complete unit the oil industry—producing, refining and trans- 
porting petroleum products which are marketed Cities Service 
companies states, Canada and foreign countries. 

Mail the coupon below for further information about this unique 
way diversify single invéstment, geographically and indus- 
trially, through its 125 companies supplying the necessities 


modern civilization. 


HENRY DOHERTY COMPANY 
Wall Street New York City 


Branches principal cities 
CLIP AND MAIL THE COUPON 


Henry Doherty Company 
Wall St., New York 


Please send full informa- 
tion about Cities Service Com- 
mon stock. 


and within fifteen minutes. The 
amounts involved are comparatively 
small and require only junior-officer 
approval. Most the business 
done with purchasers the lower- 
priced cars. Many our auto-loan 
customers are 
which take this method financing 
the purchase their automotive 
equipment and distributing the bur- 
den over long period. 

The new department was adver- 
tised rather extensively first, but 
now requires more advertising 
space than the other departments 
the bank. The response our 


Name 


Address 


newspaper advertising and the dis- 
tribution circulars has been highly 
satisfactory. 

Many accounts have come 
through the recommendation cus- 
tomers who like the plan and not 
hesitate tell their friends about it. 
spite the depression and the re- 
duced sale automobiles, the new de- 
partment has made consistent month- 
by-month gains. 


ROM the standpoint earning 
percentage our most profitable 
business small. The operating 
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319-331 Albany Ave., Chicago 
Van Buren 8000 


The 


part the 
Middle West Utilities System 


output the 
National Group 
1930 increased 
6.6% over 1929, 
sign steady 
growth through- 
out balanced 


territory. 
FLORIDA 


NATIONAL 


Securities Every Kind 


Printed Engraved 
Short Notice 


Both our and New York plants 
operate day and night for the conven- 
ience customers who require rush 
printing temporary certificates 
speedy delivery engraved bonds, 
stock certificates other securities. 


President 


GENTRAL BANKNOTE 
GOMPANY 


COMPLETE PLANTS AND NEW YORK 


233-245 Spring St., New York 
Walker 3976-3979 


Signatures, endorsements and similar writing upon se- 
curities and other types of important documents deserve 
the utmost in permanence and protection. 

Proof to age, air, heat, moisture and chemical eradi- 
eators, Higgins’ Bternal Black Writing Ink proffers 
these essential requisites. Costing no more than other 
inks, it also imparts a jet black writing beauty and 
dignity which has caused it to be specified increasingly 
by discriminating individuals everywhere for business 
and personal use. 

Try it today and see its superiority! 
Chas. M. Higgins & Co., Inc., 271 9th St., B’klyn, N. Y. 


NS’ 


SUT BLACK - NEVER FADES - PROOF AGAINST CHEMICALS 
For Pens Fountain Pens 

Makers of Higgins’ American Drawing Inks, 
Writing Inks and Adhesives for Half a Century. 


Padua Protects Against 
Hold-Ups and False Alarms 


AS HOLD-UPS increase protection against 

false alarms is absolutely required. The 
record Padua Hold-Up Alarm systems 
warrants your investigation. Padua foot 
units can used with your present system. 
Write us. 


Lift of foot sets off alarm No false alarm via the mop 


PADUA Hold-Up Alarm Corporation 
64 Seneca Street Cohoes, N. Y. 


costs are small. The type business 
handled precludes the necessity for 
prodding collection system. are 
insured against loss 
Without discussing criticizing the 
policies and methods automobile 
nance corporations generally, cer- 
rates very remunerative itself and 
the same time attractive com- 
parison with those the finance 
houses. Many welcome the opportun- 
ity their automobile financing 
through bank. They like the idea 
being the position cash 
buyer when they about the selec- 
tion new car. 

Aside from the immediate good 
that has come through the adop- 
tion this plan, feel that have 
inaugurated real service that will 
ultimately become thing recog- 
nized value the community and 
therefore build tremendous amount 
good will. Any method financ- 
ing the purchase automobiles that 
reduces the cost the installment 
customer is, our opinion, worthy 
consideration the banking frater- 
nity generally. 


New Books 


ANALYSIS INDUSTRIAL SE- 
CURITIES. Carl Craft and 
Louis Starkweather. Published 
the Ronald Press Company, New 
York City. 307 pages. Price, $5.00. 
This volume intended for the 

buyer seller securities who 

willing and has the patience 
tigate the situation thoroughly. The 
authors describe various 
which analysts industrial securi- 
ties determine whether not issue 
safe, and how much worth. 

This book contains exceptional 

quantity condensed information 

and there good index with which 
locate particular items. 


CORPORATION FINANCE. Ed- 
ward Sherwood Mead, Professor 
Finance the Wharton School 
Finance and Commerce, University 
Appleton and Company, New York. 
703 pages. Price, $4.00. 


This the sixth edition Profes- 
sor Mead’s book. has been enlarged 
and revised cover recent develop- 
ments the field the promotion, 
capitalization and organization cor- 
porations. The volume contains in- 
formation special value bankers 
and business men, including chapters 
terms and conditions bond is- 
sues, types mortgages and bond re- 
serves, debenture and income bonds, 
provision for the repayment bonds, 
the sale securities, and public pro- 
tection against fraudulent security 
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issues. The book also deals with 
problems organization, consolida- 
tion and receivership. 


BANKING RATIOS. Horace Se- 
crist. Published Stanford Uni- 
versity Press, Stanford University, 
California. 608 Price, 
$10.00. 

The author describes this book 
study the operating results 
member banks with special reference 
the Twelfth Federal Reserve Dis- 
unusually comprehensive analysis 
the business banking and de- 
signed primarily serve refer- 
ence work. Supporting the text are 
119 charts, and 223 tables, completely 
indexed and described that those 
dealing with any desired subject can 
readily located. The book based 
the following hypotheses: (1) that 
banking operations and processes con- 
stitute system; (2) that dispas- 
sionate and careful study their re- 
sults will reveal its essential nature; 
and (8) that the norms, trends and 
interrelations banking processes 
are essentially independent time. 


THE MENACE OVERPRODUC- 
TION. Edited Scoville Hamlin, 
with foreword Stuart Chase. 
Published John Wiley Sons, 
New York City. 202 pages. Price, 
$2.75. 

This symposium opinions 
written industrial and govern- 
mental executives concerning the 
causes and cure overproduction 
and unemployment. The problems 
arising from the swift development 
machinery are examined from 
eighteen different viewpoints. Francis 
Sisson contributes chapter 
the growth industrial and financial 
units. Timely interest attaches 
chapter written Sir Henri Deter- 
ding the national and international 
aspects oil conservation. 


Ten Dollars Per Thousand 


(Continued from page 701) 


remove its deposits other banks. 
This fear proved groundless, however, 
because the county authorities seemed 
just anxious the bankers keep 
peace the family and keep their 
relations with local bankers smooth. 
The deciding factor, course, was 
the united front the banks. 

The method used bring the banks 
the county into alignment with 
each other the question was simple. 


The secretary the state bankers’ 


association visited all banks which 
were likely approached the 
county authorities, and informed them 
the ultimatum. 
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OUR OFFERING LIST WILL MAILED REGULARLY UPON REQUEST 


MAC obligations 


enjoy the protective background highly liquid assets, with 
credit factors widely diversified region and enterprise. Long 
regarded national standard for short term investment, they 
have been purchased individuals, institutions and 
thousands banks the country over. 


available convenient maturities and 
denominations current discount rates 


MoTors 
CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office BROADWAY 57TH STREET New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $80,000,000 


Executives: 


Now the time those essential and necessary things, which, 
because they are secondary, are usually sidetracked when business be- 
comes intensive. 


Vital fresh air breathe physiological necessity and essential 
you expect from your employees profitable expression their 


The right, practical and economical way ventilate the Gerdes 
Method with vital, fresh air. additional heating neces- 
sary and installations under existing conditions are easily possible with- 
out disfigurement. 


Atmospheric results guaranteed. Installations made anywhere. Book- 
let and references request. Estimates submitted without obligation. 


Registered Professional Engineer Contractor 


105-107 Bank St., New York 


~ 
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Scovell, Wellington Co. 


ACCOUNTANTS and AUDITORS 
MANAGEMENT ENGINEERS 


CLEVELAND 
SYRACUSE 


SPRINGFIELD 


GET THE MOST 
FROM YOUR INCOME 
BUILDINGS 


Our booklet, “The Last 80%” 
should the files every 
bank the country which owns, 
manages 
buildings. Write for your copy 
today. 


CARLTON SCHULTZ, INC. 


Building Consultants and 
Management Engineers 


Executive Offices: 
Schofield Bldg., Cleveland, Ohio 


UNITED FOUNDERS 
CORPORATION 


holding company controlling 
United States Electric Power 
Corporation and American 
Founders Corporation. 


PHILADELPHIA 
SAN FRANCISCO 


CHICAGO . 
KANSAS CITY 


your institution not realizing 
satisfactory net return, have our 
engineers make thorough analy- 
sis your project and direct the 
proper rehabilitation program. 


The same resources will 
your service for existing, unpro- 
ductive buildings afforded 
under our MASTER PROGRAM 
for the successful development 
new skyscrapers. 


Condition Business 
(Continued from page 714) 


Stocks lead have been reduced 
little more than month’s supply, 
though the price still the 
since Demand may expected 
improve with recovery general 
business, for its uses are multitudi- 
nous, although the principal uses are 
for storage batteries, cable covering, 
paints and the building trade. 

Petroleum another industry that 
appears slowly solving its prob- 
lem oversupply through curtail- 
ment production, although has 
been helped also increase con- 
sumption, which for the year 1930 
amounted per cent. This was 
below the rate increase 1929, 
which was per cent, and below the 
normal rate, but nevertheless 
contrast with many lines whose 
market contracted one-fourth 
one-half. the large sup- 
plies production shut in, however, 
there now appears likelihood 
any substantial rise price for 
the next year least. 

Textile products have benefited 
holding down production, while the 
cuts prices have stimulated sales 
finished goods. mills 
stepped output December and 
interrupted their excellent record 
the preceding months working 
down inventories, but the leaders 
the textile industry are making ef- 
torts bring them back into line 
current production, well per- 
manently eliminate night operations. 


Banking Situation Strong 


URING the past month the chief 

interest has been develop- 
ments industry and trade, rather 
than the banking After 
year banking suspensions that set 
new high record, the epidemic stage 
this trouble appears have been 
passed and the big banks the money 
centers are probably strong 
condition today any time 
their history. Moreover, 
sources the Federal Reserve Sys- 
tem are practically untouched, con- 
trast with conditions 1921, when 
member banks were debt more 
than $2,000,000,000. 

There was further easing 
money rates during the past month, 
resulting record low rates for call 
money, time money, commercial 
paper, bankers’ acceptances 
banks. The Treasury sold issue 
bills discount basis only 
one per cent, although later 
the month United States Government 
issues suffered break full point 
more upon the announcement that 
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Congress was likely the 
soldiers’ bonus legislation calling for 
the issue $3,500,000,000 new Gov- 
ernment bonds. There are many 
considerations, political 
wise, involved the question 
bonus legislation, but from the stand- 
point bankers would have 
harmful inflationary effect and would 
burden the banking system with this 
huge issue new bonds, resulting 
depreciation the price Gov- 
ernment and other issues that would 
cause loss holders many times 
greater than the possible benefit 
ex-soldiers. alternative sugges- 
tion, that being favorably dis- 
cussed this review goes press, 
increase the loan value the ad- 
justed compensation certificates out- 
standing, enable any veterans 
who might need borrow more 
against their certificates, using the 
sinking fund already established 
the Treasury for this purpose. 

Foreign banking and exchange con- 
ditions have shown 
ment during the past month, due not 
much central bank position 
the realization the part numer- 
ous countries South 
America and the Far East that their 
policies must based balanced 
budgets and trade, rather than arti- 
foreign loans. 


New Book 


INTERPRETATIONS 
ERAL RESERVE POLICY, the 
Speeches and Writings Benjamin 
Strong. Edited Randolph 
Burgess, Deputy Governor, Federal 
Reserve Bank New York. Pub- 
lished Harper Brothers, New 
York. 343 pages. Price $4.00. 


this time when several agencies 
Washington are seeking with more 
than ordinary care for ways which 
improve the nation’s banks, this 
collection Mr. Strong’s principal 
letters and speeches dealing with the 
origin and growth reserve bank 
traditions, should helpful. The vol- 
ume has special value for banking 
students, business executives and 
bankers that reveals what was 
the minds the men who organ- 
ized the Federal Reserve System and 
guided its first steps. Mr. Strong’s 
vigorous personality and long contact 
with American banking assured Dr. 
Burgess considerable quantity 
material from which choose. Under 
his editorial supervision, irrelevant 
speeches and letters were eliminated. 
The book unified exposition the 
establishment and operation the 
Federal Reserve System. 


$500,000,000 


LOS ANGELES 


Fully equipped every kind 
bankin 
with branches communi- 
ties, extending from Fresno and 
San Luis Obispo Imperial 
Valley. 


When banker has valued cus- 
tomers leaving for Southern Cal- 
ifornia, will them favor 
giving them letters introduction 
Security-First National Bank. 


Patent rights (Pat. 
Proof Teller’s (age for sale outright. Exam- 
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ATHEY... 


The Aristocrat Shades 


Fine buildings deserve fine fittings, and 
ATHEY PLEATED SHADES 
that finished touch elegance many 
luxurious banks, clubs, and offices 
throughout the 
ATHEY SHADES combine beauty and 
attractiveness with the utmost efficiency 
operation and correct ventilation. 


Instantly adjustable shade any part 
the window. They permit maximum 
sun and air without glare draft. 
flapping and troublesome rollers 
catches. harmonious colors, also 
sunbursts for circle-head, segmental 
Gothic Windows, and operating shades 
for skylights. 


Interesting catalog sent request 


ATHEY COMPANY 


6029 65th St., Chicago, 


Representatives in Principal Cities 
In Canada: Cresswell-Pomeroy Company, Montreal and Toronto 


RESOURCES 


NATIONAL BANK 


and trust business 


IMPORTANT 


Pending) to a Bandit 


ination of model will convince the most 


skeptical. 


5% 


Box H., 


Practical, efficient and worth-while. 
Commission to Anyone Arranging Sale. 
care American Bankers 


Association Journal. 


CORPORATE 
TRUST SHARES 


Stocks 
Instead 


The owner single stock 
participates the earnings 
and growth only one 
company. investing the 
same amount money 
Corporate Trust Shares 
participates com- 
panies—all leaders 
American industry. Thus 
his principal securely di- 
versified and 
stabilized. com- 
posite portfolio rating “A.” 


Price the market 


Full details 


South Salle Street, Chicago 


NEW YORK DETROIT 
PHILADELPHIA ST. LOUIS 


U. S. HEADQUARTERS 
imported Arm rts 
Mauser - Luger - Merkel etc. 


Fall line American Arms Ammunition 


Wheien’s Revised 


Inc. NEW YORK.N. 


Fifth Avenue (at 42nd St.) 


MORE 
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THE BANKER YOUR PICTURE! 


Bankers are studying with 
unusual care the data 
Social Legislation presented 
recent issues. These ar- 
ticles, the last which will 
come next month, constitute 
the first serious effort 
marshal facts 
ences regarding proposals 
which well may add THREE 
AND ONE HALF BILL- 
IONS PER ANNUM 
OUR TAX LOAD. 


Out the 312 new sub- 
scriptions received the 
last five days, note the 
Mayors Boston, Detroit 
and Philadelphia; eleven 
members the House; two 
more Senators; three New 
England’s foremost 
trialists. The Journal’s in- 
fluence spreads ever-widen- 
ing circles from the banks 
out into group 
importance. 


* * * 


one the Great Lakes 
cities moderate size 
bank whose entire staff— 
officers, directors, employees 
souls. Every 
one these subscriber 
the Journal, the result 
test conducted last year 
with eight copies the pub- 
lication. What better proof 
the editorial efficacy 
America’s 
ing publication? 


* * * 


Evidently the members 
the Philadelphia Chapter 
the American Institute 
Banking are thoroughly sold 
the Journal. 123 new 
subscriptions from them 
ten days! 


* * * 


keep pace with bank- 
ing, its methods, its prob- 
lems, its thinking, read the 
American Bankers Associa- 
tion Journal each month. 


POWER! 


Probably not far from 100,000,000 Ameri- 
cans are reachable through every form 
advertising—but 1931 year gun- 
ning with spread-shot artillery. Effective 
concentration the aim every advertiser. 


What more highly concentrated, more in- 
fluential more desirable market exists than 
Bankers and Bank Directors? 


These men buy for their banks, for them- 
selves and their families and control the 
purse strings over 100,000 factories, stores 
and jobbing houses. 


You can reach these men through this, their 
own publication with definite assurance 
your message being read. 


sure the industries which you are inter- 
ested tell their story this great influential group. 
This good year make this important and 
economical addition advertising list, for the 
Journal’s twelve time rate only $250 per page. 


AMERICAN BANKERS 


Association 


JOURNAL 


110 42nd STREET 


NEW YORK CITY 


When writing advertisers please mention the American Bankers Association Journal 


| 
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Billion Idle Dollars 


(Continued from page 659) 


and Communism can found any- 
where than widespread policy 
shortsightedness the part corpo- 
ration directors their attitude to- 
ward labor. 

may well that history will 
write that one the major forces 
the speculative era through which 
have just passed was the policy 
commercial banks loaning unrestrict- 
edly individuals collateral, know- 
ing that those individuals intended 
pay off their loans, they were ever 


paid, from profits obtained 
the stock market. Certainly the ac- 
tion banks this respect was un- 
organized and the practice was uni- 
versal, that must considered 
another evidence the speculative 
frame mind which the whole 
country moved, but represented 
radical departure from the purpose 
for which commercial banks were or- 
ganized—the loaning money for 
productive enterprise and the encour- 
agement business, rather than the 
loaning money for capital purposes 
through the medium collateral loans 
speculators. 


MIDLAND BANK 


Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction banking business every 
description. has offices the Liners 
and with affiliated banks operates over 2550 
branches Great Britain and Northern Ireland. 


The offices Poultry and 196 Piccadilly are 
specially equipped for the use American visitors. 


Head Office: POULTRY, LONDON, 


Overseas Branch: 122 OLD BROAD STREET, LONDON, 


TOTAL RESOURCES EXCEED $2,000,000,000 
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Administrative & Research Corp...2nd Cover 
American Bankers Association Journal.. 734 
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American Express Company 
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Bank Vault Inspection Co. 
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YEO ROTARY 


SERVICE 
RECORD 


When You Install 


Yeo Rotary Night 
Depository 
offer 24-hour deposit 
service with Service 
Record. 


Let explain why 
The Bank Vault Inspection 


South 18th Street 
PHILADELPHIA 


ABA-2-31 THE ORIGINAL 


Outlets 
All Over The 
World 


over the world are estab- 

lished outlets where products 
manufactured the Stewart- 
Warner Corporation and its sub- 
sidiaries, are sold and serviced. 


The system serving millions 
users these products—enhancing 
their values—fostering good will. 
But, more than that, provides 
vehicle for the quick and eco- 
nomical marketing such new 
products are brought out from 
time time. 


Thus does the corporation grow 
and gain strength. 


List of products, also latest financial re- 
port supplied by your broker, or by us 
direct upon request. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Pkwy., Chicago 
and subsidiaries 
Corp’n 


The Bassick Co. 
The Alemite Corp’n. 


The Stewart Die Casting Corp’n. 


735 
INDEX ADVERTISERS 
Bank of America Nat. Tr. & Sav. Assn.. 712 


WHAT YOU 


Being more less personal talk between the and the READER 


Monthly Charge Mistake? 


AUL SCHROEDER, cashier 

the State Bank Madison, Wis., 
the course discussion ser- 
vice charges during the Better Bank- 
ing Conference Milwaukee last 
month, said: 


“I firmly believe the day is coming when 
banking business will be done much different- 
ly than now. I foresee banks determining 
the value of checking accounts irrespective 
of the balances carried in such accounts. 
Checking accounts will be sold on a service 
basis offering the public a checking service 
and a clearing service based on cost plus a 
profit. Balances will be solicited and interest 
paid to them depending upon their size and 
the length of time they will remain on de- 
posit. In other words, bankers will have to 
become salesmen and sell their services to 
every possible person and it must be sold 
profitably. If this can be done, why wouldn’t 
an account with a $100 balance, drawing one 
thousand checks a month be profitable and 
good business to get? I know of banks that 
are paying interest on checking accounts on 
balances from $300. 00 and up. I am no 
longer-a believer in the fifty cent or $1.00 
per month service charge. I think that _this 
charge is not based on sound reasoning.’ 


“Every Banker Should 


HAVE just read, the January 

issue THE JOURNAL Cloyd 
Gill’s article the possible menace 
social writes Orlando 
Harriman, vice-president The Har- 
riman National Bank Trust Com- 
pany, New York. “Every banker 
the country should read and digest it, 
that may better advise those seek- 
ing his counsel. 

“For some weeks past have noted 
the press disposition the part 
certain interests and individuals 
not identified nor familiar with 
banks and banking, sponsor the 
campaign for social legislation. 

“May not thank you and THE 
JOURNAL for sounding warning 
the banking interests the country 
the possible effects such legis- 
lation, especially savings the 
public. 

“Legislation assure income for 
the unemployed and the aged through 
the agencies insurance and old 
age pensions may not pernicious 
per se, but observation has been 
that the by-products such legisla- 
tion other nations have precipi- 
tated business and government into 
entanglements that have weakened 
the financial stability industry and 
the character the people.” 


Easier Read 


MMEDIATELY began reading 
‘Common Mistakes Bond Buy- 
ing’ your January, 1931 magazine, 
discovered change type—larger 
and blacker and much easier read,” 
writes Chas. Cheney, president, 
First National Bank, Boulder, Colo. 
“Readers your Journal will now 
more actual reading than they did 
when the type was smaller and dim- 
mer, even did previously contain 
more reading. appreciate any re- 
lief from eye strain that afforded 
me, and certain your other read- 
ers do.” 


“Buy Advertising 


ERE another example 

now” advertising. This was pub- 
lished large display newspaper space 
Pittsfield, Mass., November. 


lake 


PADLOCK off YOUR PURSE 


Hard Times... 
Business Depression 


CAUSED by reckless over-buying. 
CONTINUED by needless under- -buying. 
CURED by normal, reasonable buying. 
OVER aa stimulates over production. 
OVER PRODUCTION forces falling prices. 
FALLING PRICES guarantee less buying. 
LESS BUYING uses less production. 
LESS PRODUCTION earns smaller wages and dividends 
AND HERE YOU ARE. 
THERE ARE idle men on the streets. 
THERE ARE idle machines in the shops. 
THERE IS idle merchandise 
THERE IS idle money in the 
WHY DELAY PUTTING THEM “ALL BACK TO WORK? 
TO RESTORE wages and dividends production must be resumed 
TO RESUME PRODUCTION buying must be renewed. 
TO RENEW BUYING will bring back PROSPERITY 
AND THERE YOU ARE. 
EVERY GROUP must do its part. 
FAMILIES who over-bought last year on credit muse pay their 


jebts. 
FAMILIES - always spend their incomes are already doing more 
in their share. 
FAMILIES ining within their incomes endanger their future sal- 
ies and dividends by not being more liberal buyers 
NOT leav someone eise. 
DO IT 
DO IT N 


The National 
Bank and Trust 


The Unexpected Estates 


HERE telling what may 

revealed regarding estate 
when the owner dies. Newspapers 
recently have reported three cases, 
each with its own surprising feature. 
The York Times” tells the 
case Sherman Whipple, lawyer 
Boston who had been counsel 
famous will cases. left estate 
estimated $1,400,000 but, eminent 
lawyer though was, left will. 
His law partner and his son-in-law 
were appointed administrators his 
estate. 

Then there the case will that 
was undiscovered for fifty-three years, 
and curiously enough reposed all 
those years the family Bible, ac- 
cording the Atlanta “Journal.” 
Now the basis claim Dr. 
Bolio the estate Mrs. Ida 
Marcoux, Chicago apartment house 
owner who died year ago. girl 
Mrs. Marcoux boarded the home 
the physician’s parents. 

And the Pittsburgh 
thus tells about legacy which was 
conditioned upon “good behavior”: 

decision that Vincent Kerens, 
son the late Richard Kerens, 
former ambassador Austria-Hun- 
gary, should receive once his 
$1,900,000 share his father’s estate, 
was handed down United States 
District Court St. Louis recently. 
The Court instructed the St. Louis 
Trust Company proceed, 
wished, close the trust fund estab- 
lished the elder Kerens’ will, which 
stipulated that Vincent should live 
life ‘sobriety and good behavior’ 
for five consecutive years. The Court 
ruled that the trust company, under 
the will, was the judge Vincent’s 
good behavior, and that its decision 
evidence submitted him was 
final.” 


Get This View 


ND, before close, you have 

not already read the article 

lion Idle Dollars,” turn back and read 
now. It’s different! 

Mr. Moody offers explanation 
the glutting the short term money 
market and the resulting false illusion 
great ease. “It only idle money 
trying appear busy and useful,” 
writes. 
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Hanover 


that systematic new 
ness activity necessity 
growth any bank 


trust company. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 
Offices Manhattan Centers 


Representatives London, Paris, Berlin and Buenos Aires 
SECURITIES FOR SALE 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER 108 MILLION DOLLARS 


Colored signals now regulate the your 
files thru two colorful filing systems that are 
simple and modern operation. 


The New Triple Check Automatic 


automatic way file and find that’s simple 
Its colored keyboard standard subdi- 
visions gives you faster, far more accurate control 
correspondence. Colors add new safeguard, 
new speed factor filing. Errors are caught 
immediately. You can’t file wrong with this system 
for triple check prevents misfiling. Name and 
number check show you where file. Colors 
prove right. Triple Check Automatic 
flexible meet expanding needs, quickly adjust- 
able complex lists. “tailor-made” meet 
the exacting requirements your business. 


The New VARIADEX Alphabetic 


alphabetic filing system that’s expansible 
that can easily the growing volume 
correspondence your files for many years. 
Modernized captions and new scientific subdivi- 
sions increase expansibility, provide unusual 
adjustability complex peculiar conditions. 
Five flashing colors speed reference and filing, 
check against costly error, simplify operation and 
educate clerks greater interest their work. 
You will find Variadex more direct its action, 


and more accurate than any other alpha- 
filing system. 


Library Bureau Division 


Remington Rand 


BUSINESS SERVICE 


BUFFALO, NEW YORK 


REMINGTON RAND BUSINESS SERVICE 


Buffalo, New York 


Please send your free booklets VARIADEX and TRIPLE CHECK AUTOMATIC 


which describe these two new filing systems. 
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